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Hallanan: Gentlemen, the Councll will plesase

Secretary will call the roll.
James Brown: Mr. Adams.
response. )

James Brown: Mr. Ashton.

. Ashton: Present.

James Browh: Mr. Barton;
Barton: Present.

Jemes Brown: Mr. Bay.
response. )

James Brown: Mrf Blausteiln.
Blaustein: Present.

James Brown: Mr. Blaozer.
response. )

James Brown: Mr. Boyd.
Boyd: Present.

James Brown: Mr. Brazell.
Brazell: Present.

James Brown: Mr. Bridwell.
response. )

James Brown: Mr. Russell B. Brown.

Russell B. Brovwn: Presernct.

. James Brown: !Mr. Cowden.

come
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reseponse. )

James Brown: Mr. Crocker.
response.)

James Brown: Mr. Dawes.
D@wes: Present.

James Brown; Mr. DeGoljer.
DeGolyer: FPresent.

James Brown: Mr. Donnell.
responsé.)

James Brown: Mr. Dow.
Dow: Present.

James Brown: Mr. Drake.

Drake: Fresent.

. James Brown: Mr. Dressler.

response. )
James Brown: Mr. Duke.
response. )

James Brown: Mr. Dunnigan.

. Dunnigan: Present.

James Brown: Mr. Edwards.

response. )

. James Brown: Mr. Feber.

response. )
James Brown: Mr. Fenton.

rasponse. )




Mr. James Brown: Mr. Fgrguson.
(No response.)
Mr. J.mes Brown: Mr. Follis.
(No response.) |
Mr., James Brown: Mr. Fraser.

- Mr. Fraser: Present.

Mr. Hsllenan: Mr. Fraser, will you please rilse?

I want to present Mr. Fraser as & new member of the

Council.
(Applause.)
Mr. Hallenan: We are very happy to have ydu.
‘Mr. Fraser: Thank you very much, Mr. Hallanan.
Mr. James Brown: Mr. Hallanan. | |
Mr. Hallanen: Present.
Mr. James Brown:l Mr. Hamilton.
(No response.)
Mr. James Brown: Mr. Hamoh.
Mr. Humon: Present.
Mr. James Brown: Mr. Hardey.
Mr. Hardey: Presént, .
Mr. James Brown: Mr. Henderson.
Mr. Henderson: Present.
Mr. James Brown: Mr. Hill.
Mr. Hill: Present.

Mpr. Jemes Brown: HNr. Holliday.
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Holliday: Present.

James Brown: Mr. Holman.

. Holman: fresent.

James Brown: Mr. Hulcey.
response. )

Jumes Brown: Mr. Humphrey.
respénse.

James Brown: Mr. Hunt.
response. ) |

James Brown: Mr. Jacobsen.

- Jacobsen: Present.

James Brown: Mr. Jennings.
Jennings: Present.

James Brown: Mr. Jergins.

Jergins: Present.

James Brown: Mr. Johnson.
response.)

Jémqs Brown: Mr. Charles 5. Jones.
response. )

Jemes Brown: Mr. W. Alton Jones.

response.)

‘James BrOWn: Mr. Judd.

response.)

. James Brown: Mr. Lerch.

response.)
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James Brown: Mr. Lloyd.
response. )

James Brown: Mr. Love joy.
response. )

James Brown: Mr. Maguire.

Magulre: Present.

. James Brown: Mr. Majewski.

Ma jewskl: Present.
James Brown: Mr. Mattel.
Mattel: Present.

James Brown: Mr. Marshall.

| Marshall: Present.

James Brown: Mr. McGowen.

response. )

-James Brown: Mr. Morrill.

resporse.)

‘James Brown: Mr. Mosher.

Mosher: Preséent.

. James Brown: Mr. Moyle.

response. )
James Brown: Mr. Nclan.
response.)

James Brown: - Mr. 0'Cheughnessy.

response.)

James Brown: Mr. Paprtea.
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Parten: Present.
James Bpownz Mr.
Pogue: Present.

James Brown: Mr.
Frank M. Porter:

James Brown: Mr.
response. )

James Brown: Mr.
response. )

James Brown: Mr.
Reltz: Present.

James Brown: Mr.
response. )

James Brown: Mr.
response. )

James Brown: Mr.
response. )

Jumeé Brown: Mr.

response. )

James Brown: Mr,

response. )
Jéme$ Brown: Mp.
resﬁﬁnse.)
James Brown: Mr.

response.)

Pbgue.

Frank M: Porter.
Present.

H. J. Porter.
Pylesﬂ
Reltz.

Ring.
Robipeau.
Rodgers.
ﬁoesser.
Rowan.

Shannon.

Sinclair.

10
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James Brown: Mr.

Skelly.

Skelly: Present.-

James Brown: Mr.
response. )

James Brown: Mr.

Taylor.

The tcher.

Thatcher: FPresent.

Jemes Brown: Mr.

Vandeveer.

Vandeveer:; Present.

Jemes Brown: Mr. Vaughn.

response. )
James Brown: Mr.
Werren: Pfesent.
James Brown: Mr.
response. )
James Brown: Mr.

response. )

. James Brown: Mr.

Wiess: Present.

James BRrown: Mr.

Warren.

Weber.

Whaley.

'W1ess.

Williams.

Willisems:; Present.

Hallanen: Mr. Williams, will you please

11

T desire to present to the Council Mr. C. R, Willlams,

of Corpus Christi, Texas, president of the National Gasoline

Assoclation, who is & successor to Mr. Dunn.

‘We welcome you to the Council.
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(Applause.)

Mr. James Brown: Mr. Wilson.

Mp. Wilson: Present.

Mr. Jomes Brown: Mr. Zook.

(No response.)

Mr. Hallénan: The next order of business is the approval
of the minutes of the last mgeting.

(A motion.was made, Seconded and unanimously carriéd,
approving the minutes of the last meeting.) ‘

Mr. Hallanan: So ordered. | .

The Chairman announces with regret the resignﬂtion from
the Council of Mr. R. G. van der Woude. I think it is
~appropriate that Mr. van der Woude's letter of resignation
shall be incorpérated in the minutes.

I desalre td ask the Secretary to read his letter to the
Chairmen of the Council, and also to read a copy of his letter
to the Secretary of the Interlor. |

Mr. James Brown: The letter to the Chairman of the
Council: |
| ﬁI énclose herewith a copy of my letter to the Secretary
of the Interlor, which speaks for 1tsélf. H

"Mhere 1s 1little to add to the letter except td.séy
that I greatly regret wilthdrawing frbm an organization so0
ably led by &ourself. I want to wish you every posslible

sucecess In your efforts to continue the cooperation between
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Government and industry,.whicﬁ I thihk we both belleve 1is
highly essential.

"You will appreciate that under the circumstances I shall
not be in attendance at your meeting of the 10th of July.
"Sincerely yours

R. G. A. van der Woude. "

Mr. van der Woude's letter to the Honorable Julius A.

- Krug, Secretary of the Interior:

"Dear Mr. Krug:
"As from the lst of July next I am retiring from my
position as president of the Shell Union 01l Corporation,
and as from that date I shall cease to be & member'of the
Board of the Shell Unlon. Inasmuch as this involves my with-
drawing from active participation in the oil industry, 1t
seems adviséble that I ask you to relieve me of my duties
as & member of the Natlonal Petroleum Councll to which you
appointed me. \.
"I am doing so with great regret because I feel éénvinﬁed
that the National Petroleum Council can be ofrgreat sgrvice,
to you in helping to meet some of the ﬁroblems that ﬁili arise..
"As you mﬁy know, I have alvays been an advoc&te of coopera-
tion and understanding between Government and industry and I
_A#Quld have liked to confinue to asslst in furthering that |
-objective. Under the circumstances, however, I trust you will

‘appreciate my reasons for asking you to accept my resignation,
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though I would like to add that if in any vay in the future
Ifcén bé of assistance, I shail be dnly too glad to do what-
ever is in my power.

"Sincerely yours,
"R. G. A. van der Woude."

Mp. Hallanan: If there is no objection, the Chair would’
1ike to appoint & commlttes of.threé to prepare an appropriaté
resolutioﬁ covering Mr. van der Woude's most valuable services
to the Council. |

| I appoint Mr. Jennings, Mr. Dawes, &nd Mr.iskelly, with
the request that during the course of the day they prepare an
appropriate resolution to present to ‘the Council for consldera-
tion.

The report of the Secretary-Treasurer.

Mr. James Brown: I have thils cumuiative form up to the
end of June. ‘

Since the Councll was organized, we have recelved iﬁto
the treasury $52,506.74. I won't burden you with the detalls
of the disburaeﬁehts, which total some $20,000, leaving &
balance of $31,539.95 on hand Qnd in the bank.

A copy of the detalls will be made a part of the minutes,
which will be sent to you later. |
' These contributions received on the 1946 budget were from

71 out of our 82 members, representing about 87 percent of the

cell on the half-yeer budget for 19%a.
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On the current full-year budget, which 1s a $50,000
budget, we recelved contributions from 56 out of our numbéﬁ
of 83 members. That, in dollars, aggregates some o7 percent
so far collected on the 1947 budget. Rather, that is 67 pér-
cent of our members. The actual collections on the 1947
" budget are about 59 percent so fear.
Mr. Hallanen: Any remarks?
I do want to say to the Council that we are operating
on & modest budget and we are'keeping wéll within that bﬁdget;
There are some members who don't bother with qontribuﬁiOns.
I want to urge now al11l of those who are able to do it, to see
‘that you give your financial support to the Council. It isn't
fair to 50 or 60 percent of the members of the Council to con-
tribute to the finanéial support; with the other 40 or 50
percenﬁ faillng to do so. I think in most 1ﬁst&n093»1t 1s
just & matter of not regching the right man, the man who has
~to pass on 1t. |
T waht to ask all members of_the-COuncil-here on this
oﬁcdsion“tb chqék into Ene giﬁuétion éo that ﬁe may'ﬁave jour
',guﬁpqrt.:_‘ | - -

'-Genﬁlemen, ét our iﬁsp meeting you passed a resolution
direétiﬁg ﬁhé Chelrman fo appear before the appropriate commit-
tees of the Congress to support the apprOpriaﬁion for the 011
#nd Gas‘Division; | | |

At the time the resoclutlon was adopted the eppropriation
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had entirely been slimineted by the committee of the House of
Represent&tiveg dealing with the sppropriation for the Interior
Department. I arranged for sappearance before the Senate commit-
teé, and I am glad to be able to report to you today that we
were able to reinstate the eppropristion for the 011 snd Gas
Division -- not in the original amount asked but in an amount
thet we think will permit the Division to function.

In connection with mﬁ appearance, there were several others
_who had indicated thelr deslire to.apﬁear but the committee was
swamped .

I do want to recognize the cooperation in filing of state-
ments by Mr. William R. Boyd, Mr. Russell Brown, Mr. Ma jewskl,
and Mr. Gordoh Duke and several other members of the Couneil,
Mp. Payette Dow, Mr. J. Howard Msrshall, Mr. Frank M. Porter,
and Mr.lCIyde G. Morrill.

The matter of the appropriation 1s now 1ln conference
between the Senate and the House, but I am very hopeful that
the amount that was provided for in the Senate bill will remein
in the bill as finally passed.

So I give that to you as & report of the duty you aaked
me_to discharge in this matter.

I found & very fine response in the Senate commlttee
and an appreciation of the work of the Council in cooperation
with the 01l and Gas Division.

In this connection, I &lso want to state to the Council
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that on yesterday, in résponse to telegraphic invitation, Mr.
Eugene Holman and Majop Hardey and myself dppeared before the
House Interstate and Foreign Commerce Committee to dlscuss the
over-all petroleum situation. it was & very satisfactory day.
Major Herdey and Mr. Holmen did & megnificent job, end I think
they won the complete confideﬁce of the commi ttee by their
presentation of the facts of the situation vhich the industry
faces. |

Coples of the statement of Mr. Holman and copies of my
own statement have been furnished you this morning f§r your:
information. Major Hardey, unforﬁunately, did not'have a
statement prepared that we could furnish to the committeé, but
I am hopeful that we will have the stenﬁgraphic transcript,
which can be sent out later.

In any event you have with you coples of the ;tateﬁenta :
of Mr.,ﬁolman and myself.

I now wﬁnt to present-to'you Mr. Max Bell, Director_of'
the 0il and G@s Division, who will talk to us about the problqms
that he has faced and what he would l1ike to suggest for our
J conslderation todaj. |

Mr. Ball: Mr; Chairman and geﬁtlemen. What I say now
is going to be pretty brief. I will have soﬁe 3pecid1'th1ngs
that I will ask you to think about and possibly informally
advise me on later in the day, but I think those things should

walt until efter you have considersed your own special business
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" that 1s before you.

I want to express my gratitude not only to your chalrmsn but
to many of the members of the Councll for thelr very ioyal
support of ﬁhe 011 and Gas Division before the committees of
Congfess. |

At the last meeiing you will remember I saiq thet whether
or not there was an 01l end Gas Division.in the next fisecal
ye&r depended solely on whether the industrylwanted such &
division or not, that there was nothing that we could do toward
lobbying ourselves back into an appropriation and nothing that
I was dlsposed to try to do.

Since that time your chalrman, in accordance with your
resblution, has appeared before the cpmmittee, and T think
thet appearsnce of his before the committee was the least
veluable of tﬁe things he did, although that was extremely
valuable. But he not only appeared before the committee
put he went and saw & lot of people -- wvhich is what counts;
and other members of this Council went aﬁd saw & lot of
people -- which 1s‘what-counts; and members of the Industry
outside of the Council saw & lot of people. The upshot is,
as your chairman has said, the Senate has restored enough funds —
ot to enable us to do the kind of job we would like to do, but
to esnable the 011 and Gas Divislon to continue in exlistence and
do some sort of a jobj qot‘the job you would like to havé us

dc, but some sort of & job, enocugh of a job to meke worth whille
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continuing the Division, whlch means continuation of the Councll.
Now, the bill 1s under consideration right now, sterting
yesterday, end vhat 1s happening in conference nobody knovs.
If the amount restqred by the Senate 1s serilously reduéed, then
I will_feel, and I think you will all feel, thet it is useless
to try to do the job that should be done or even a_p&rt of 1t,
with reducéd funds.

If, however, the funds that the Senate put in remein in

and 1t comes out of the conference, then I think ve can go

‘shead and render you and the Government enough service to make

1t worth while to continue.

You will notice that today you have no report of yoﬁrl
Agende Committee, which means that you have had no request
for action from the 0il and Ges Division. There &re & number
of things that we are going to vant advice from this Couneil
on, and we are going to vant facts from this Council ‘but you

had so meny reports coming upltoday, and wve felt that there

‘would be so much discussion of the supply situation in general

that it was better for us to stay out of the way &nd not load -
the Council with further matters at this mee ting, particularly
this being & mid-summer meeting in Washington when nobody faels

much disposed to do more than he &bsolutely has to. So we

‘have had to forego our customery quarterly love feast with your

'  Agenda Committee, and we have nothing new bheiore you for consid-

evetion today except, as I say, at the end of your session, or
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tovard the end of your session, I may ask informelly for your
views, offhand advice, on one or two special things.

It eccurred to me, though, that this Council has accomplished
more than some of its members may realize, perhaps more than
any of its members may reallze. All of you are cognizant, of
course, of the reports you submit, end of the vast amount-ofn
facts on which you have reported, and I don't see how anybody .
can help being tremendously impressed by the list of fagtual
reports that are going to be submitted here today. When you
add to those,'those which have previously been submitted, 1t
makes & very impressive aggregation of factual information,
in some cases accompanied by recommendations

That is all an accumulation of tremendous value, but
oecause of the existence of the Council and of the ability to
get in touch ﬁith people in the industry because of the'enistence
of the Councll, there are, therefore, really creditable to the
Council varlous other things, some direct, some less direct,
that I think are worth mentioning.

For cne thing, the Council last fall appointed a Committee
on Regulations under the Leaging Act on Public Lands, and that

comm] ttee submitted a report, and that report contained a
lgreat many recommendations, and that report vas adoPted by
the Council as the Council'is report.

I think it is worth while to report to you what'happened

after thet. What heppened efter that was that the Leasing Act

4

repuletlons vore aeciilod o feeh overy one of Wit recimuentietions
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of that commlttee except one. As to that one, 1t was felt
5y the law officers of the Departmenﬁrthat the statute itselfl
forbade going along with the recommendations of the committee.
| I don't want to say that the Council deserves all the

ecredit for thet. The Rocky Mountaln 011 and Gas Associaﬁion,
‘the Mid Continent 01l and Gas Association both had comni ttees
working on the thing, which.participated. Vaprious members of
the 1ndusfry came down here‘énd mede repfesentatiéné; but,
adding the vhole thing up, the Leasing Act reg%}ations today
are very much more satisfactory from the standpolint of the
jndustry, and I think from the stendpolnt of the Goverﬁment,
than they were last fall vhen the committee was created.

Then some of you know, and some of you do not, about the
very criticﬁl tanker situstion that was faced here, with the
' possibiiity'that'a million barrels & day of transportation
~ would go out of serfice on the 30th of June unless there was
"an extenslon of congressional authority. You remeﬁber.colqnel
Syren of the Mafitimé Commission made & report to us én that
ﬁt the last meeting.

I think the Gbuncil dan take & lot of credit to ltself
" fpom the fact that that million barrels & day of transporta-
tion'didn't go out of operations on the 30th. There vas & lot
of hard vork done. It is something that will never appear
in the Council report or in any of the official proceedings of

the Councll but, nevertheless, thers was a lot of hard work




done end work without which I am sure those tankers would not
today be in operation.

There will be comments on Some of the more current
things. For instance, on this matter of tank car steel, when
you come to the report of that commlittee; &nd then I hope We c&n
supplement that wvith & report from one of the Government agencies,
that will show that somethlng very tangibla aend definite was
accomplished by the Council committee 1n that connection.

I am not sure that one of the most valuable services that
the Councii has rendered hes not been the alerting of the public
to the facts of the tight situation. There was grave danger
so long as nothing was said to the public, that the pub1ic -
which may here and there find itself without as easy access ﬁo
products as 1t is accustomed to -- would be stunned by that and
would raise a tremendous cutery and would get hysterlcal. I
think that the fact that the prospects of the supply situatlon wer:

discussed here in Councill and by members of the Council then

" 4ith the public, has been of tremendous value in keeping the

public, on the one hand, from belng caught unaware by such local

shortages as may develop, and, on the other hand, from getiing

hysterical and thinking that the world had come to an end,

petroleumvise.
Now, we have hed some responsibllity ourselves in trying to
slert the Govermment on that situation; and, for that purpose,

on Secrstary Krug's motlon, & meeting of Government officlals
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at top levels was held here in this room on the 17th of June.
You have all seen references to 1t 1n the press.

That meeting was celled with the thought ﬁhat-that would
be just a'family gathering among Government officlals to inform
them of what the situatlon iq and what the prospect might be
for the next few months. We had no thbught that that meetlng
was going to get any particulgr public attention -- which shows
how much we uﬁderestimate the‘alerfﬁess of the trede press in
Washington; not only the trade press but the geﬁeralnpreas
just flocked around like flles and were disposed to make &
great deal out of the'meeting.

I think all of you as you came in today were glven coples
of the press statement that we gave out at the end of the meet-
ing, which you will notice, if you read 1t, was not & sﬁatemant
that would create any wild excitement. In fact, 1t was a state-
ment that specificelly warned agalnst hysteria and over-exclte-
" ment.

I think the_Council.-— and this will come up for & lot
of discussion later —--has served 8 very real purposeiiﬁ the
matter of Government supply. That situation is by no ﬁeans
solved, és you will hear later. We still haven't provided'
either the military services or the civilian government with
'fhe supplies that theﬁ are going to have to have. Buf I'think
they have been sﬁpplied with & great deal more than 1f thils

Council hadn't existed and if this Council's committee hadn't
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done the‘work‘that i1t has done.

I could go on and enumerate qulte a number of other things
in which the existence of this Council has been of great public
value, but I think most of you are familiar with most.of'the
rest of the things; and, ﬁhat_is more 1mportant, I don't want
to teke any more of your time.

Thank you.

Mr. Hellanan: Thenk you, Mr. Ball.

Mr. Jennings, the Chair is aware that youlhave ano ther
engagement and we will skip over the regular order of business
_and, if you desire, we would llke at this time to have you
present the report of the Oommittee on Petroleum Transportation',
Facllities. 3

Mr. Jennings: Thank you Very-much, Mr} Chalrman.

If it is agreeable, I will do that; or 1f you would prefer,
1% can come along in the regular order.and I will either be
here or somebody else can --

Mr. Hallanan: 1 know that you have to leave.. I think
ve mﬂy as well dispose of this at this time.

Mr., Jennings: 1 imagine this report has been distributed
to everybodyu

Mp. Hesllsnen: It is being distributed.

Mr. Jennings: Your Comlttee on Petroleun:. Transportation
Facilitles was appolnted May 13, 1947 and asked to ascertain

facts and report to the Council the overall facillties avall-
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able for transportation of crudé oil and petroleum products
and to coordinste the separate findings of the studies now in
progress by Transportation Committees authorizgd at the January
Councll meeting.

Inasmuch as the five committees on transportation by reil,
truck, barge, pipeline and tenkers, reSpegtively, have prepared
detailed reports in which all available factual data are
assembled, this Committee will confine 1tself to coment on
the overall transportation situatlon and certaln aspects of
particular fields of petroleum transportation.

The Committee has considered the transpdrtation facilities
availadble onlj with fespect to the petroleum demand as it 1s
today, and without reference to demand as it might'be in the
event of war, or as it is likely to develop in the future. We
have also considered the avallable facilities in each field of
transportation‘in-relation to the econoﬁic use of esach form, and
#ithout reference to the substitutions'which can be and are mﬁde
wvhen one Or more formé pf transportation are overtaxed.

In general 1t appears to the Committee that the petroleum
transportation systems of the Unlted States are well suited to
their purposes, and with some small exceptions, are adequate
tc meet current transportation requireﬁents. It appears that
under.the stress of competition and 1n'response to the normal
play of economic factors, transportation facilitles of t@e

various Gtypes requlred for oll movements have been developed
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and integrated into & highly efficlent system. Briefly, as
to each form of tr&nsportation, the situation is as follows:

Pipe Lilnes:

Pipe line systems vary somewhat from othef transportat1on
facilities in that they are fixed as to location and capeacity.
Generally speaking, present pipe lines In the United States are
adequate for the normael movement of crude to the refining
centers and the distributlon of refined products therefrom.
However, there are & few locations such as West Texas where
more pipe line capaclity is needsd. Thils situation'is belng
éorrected just as fast as pumping eqﬁibment end pipe can be
obtained, There is also & shortege of pipe line bapacity_
from Texas into the Midcontinent area and in & similar way
more pipe line deliveries are neesded lnto the vast refining
centers of Illinois, Indiana end Ohlo. These situations
will be taken care of by projects already announced bj the
industry and now under way.

A similar sltuation exlsts iﬁ the U. S. gas industry

except many new lines are needed to keep up wlth the 1ncreas-

_1ng demand for gas fuel. This normal expansion was not taken

care of during the war, so 1t will take some time to correct

the situation.

Tenk Cars: ,

The previlious report as submitted by your subcommlittee

indicates a shortage of tenk cars which will continue until
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sufficlent steel 1s made svailable to the cer builders. The

, need of high pressure cars for the movement of propane and

butane is the most critical in the entire tank car picture

aﬁ the present time, aﬁd current Indications point to this
eritical condition continuing throughout the winter of 1947-48.
Certain abnormel movements of crude oll and products which will
be discontinued when new pipe lines are bullt tend to éccentuate
the short tank car position. -

Transport Trucks:

Tunk trucks are in balance at the preseﬁt time to meet
todey's demands. This 1is due to the fact that the nuﬁber of
tank trucks have bgén increased about 22-1/2 percent sihce the
and of. the war. Howevef, the program for replacements and new

equipment has been and will continue to be held up due to the

-shortage of steel.

Barges:

Present barge equipment is sufflicient to meet the current
requirements with the exception of movements on the Mississippl
and.Ohio Rivers, which are abnormally high due in part to plpe

line congestion. In this connection 1t is important that

shippers and receivers of petroleum products by barge, particu-

larly those located on the Ohio and Mississippl Rivers, analyze
thelr loadlng, discharging and recelving facllities, so that
tows can be turned sround expeditiously. This condition does

not ohtaln at the vresen’ time, and while it is felt by the
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comml ttee that some of the delay 1n improving facilitles 1is
occasloned bj & shortage of steel, 1t 1s also highly deslrable
that the companies shoﬁld study alllphaaes of their shore
equipment so as to inc¥ease their efflclency. This wlll enable
the handling of a greater quantlty of products with the same
number of units and help relleve such shortage as there 1s.

Tankers: ‘

There is no shortage of tankers. The United States fleet,
both Government owned and privately owned, is fer 1n excess of
today's needs for ocean movement of petroleum. It 1s recognized
that there w;ll be changes in the ownershlp of éome of ﬂné pre-
sent U, 8. Flag tankers, based upon congressional permission,
but the world picture will not change due to change in owner-
ship, and as increasing numbers of vessels come fiom new oon-
struction in foreign yards, the total supply of tankers is
' expected to increase.

In conclusion, it appears that the oll industry and its
affiliatés are doing_everythinglindicated to relleve the -
stringency in certeln phases of the transportatlon situation.
The bottleneck of steel 1ls one that cannot be overcome lmmed-
1&te1y, and all steps should be teken to see that.thié perticu-
ler meterial is made avellable as repidly as possible.

Mr. Hellanan: Any queéfions, gentleﬁen, in connectlon
with this report?

M». Ball, do you have & comment to make?
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Mr. Ball: TWo, I haven't, It 1s a very interesting raport.

Mr. Hellanan: The questioﬁ 1s, gentlemen, upon the adoption
of ﬁhe.report. What is your pleasure?

Mr. Dow.

Mr. Dow: I would lilke to add, two or threé months ago ve
reported that steel for pressure tank cars would be available
only to the extent of 100 cars & month. In the last nine
months of this year the éituation has been improved to the
point t’hat we can say that new tank cars will be bullt, are
being built, at a rate exceeding 300 cars & month and perhaps
may reach 400 cars, a greater paert of which will be pressure
cars. |

Mp. Hi1l: I move the adoption of the report.

(The motion was seconded and unanimously carried.)

Mr. Hallanan: So ordered. |

‘Mr. Jennings, we thank you very much for the éplendid
report you have given on the tankers.

Mr. Bruce Brown, will you now present to the Council the
report of the Committee on Military Aircraft Fuel Productlve
Cepacity?

"~ Mr. Bruce K. Béown: Thié committeefs work is the type
th#t c&n'f be done all &t once and involves consulting a gréat
meny pecple, so the report I have here is merely of the nature
of a progress report. 1 should rather lmagine that we wvon't be

through with our vork by the ‘time of the next Oouncil meeting.
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- It may teke six months or more.

Mr. Hellanzn: This 1s a progress report?

Mr. Bruce K. Brown: Yes.

The Cormittee has found that there 1s a close 1nter-relation
between the ability of any specific refinery to produce high
octene gasoline and jet fuels. Maximum production of high
octane gssoline would cut down §r otherwlise influence the pro-
ductive ability for jet fuels (&s well as for other products)
but since more selective equipment is required for high octane
gasoline than for jet fuels and more refineries can produde jet
fuels than cen produce hlgh octane gasoline it wes conaidéred
desireble to work out the national potential production on the
“pasis of first assuming maximum production of high octane
components, then ascertalning the maximum potential productlion
of. jet fuels.

The Committee feels that the demends for both high octane
gasoline and jet fuels are apt to be enormous in another‘na-
tional emergency. The Commltiee heartily endorsed what it
ﬁhderstood to be the military policy to.design and develop
-jet engines capable of utilizing fuels of broad bolling range
and liberal specifications. The Committee feels that 1t would be
literslly impossible to make an over-night conversion of
petroleum refining from civililan products to speﬁial military

ﬁroducta and that the greatest supply safety will lie in a

program for diverting {(or blending) whatever pert of normel
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civilian products mey be necessary for the servicing of Jet-
propelled military aircraft. Such & program, in addition to
permitting almost instant supply availability {at the expense
- of civilian and other military products) would have the addi-
tional advantage that emergency supplies could be obtalined
Prom any &res where there was a refinery or products terminal.

Because the aircraft fuel demands in an emergency wlll be
so great and because the jet fuel demend will have to be satls-
fied in large part by diver ting other products the Committee.
felt, and the'Governmept repreaentatives agreed, that to be of
real value to the military -.particularly the\plannlng agencles -
the Committee should report-ﬁot only maximum potential avall-
ability of high octane gasolines and jetl fuels but alao the
approximate availability from refineries run to satisfy sﬁch
a demand of other products, militery and civilian. |

It vas agreed that the Committee would defer any considera-
tion of new fuels, new components, or the desirability of
installing any speclal equipment until it had provided govern-
ment with a report on what could be done with present tech—
nolegies and 1in equipment operatling or bulilding. It was agreed
also that the crude evaluatlon work being done for the Alr
Forces by the Bureau of Mines should proeeed independently
of the work of the Committee on productive capacity.

To ald the work of.ﬁhe Committee, the Chairman of the

National petrolewm Council appolnted thrse subcormlttees:-




. -

Thé Subcommittee bn Blending High 0¢tane.c§mponents;

The Subcommittee on Inquiriesf and

The Subcommittee on Product Utilization.

Personnel lists covering the Committee and 1ts subcommit-
tees are appended to this report.-

The subcommittees eare at work and progress to date may be
briefly summariged as follows:

The Subcommittee on Blendlng High Octane Components headed
by Mr. Freme and Mr. Baker met 1n Washingtoﬁ with representetives
of government and reviewed the data available 1n the flles of the
Petroleum Administration for War.

It has computed how much high octane of improved specific&-
 tions could have been ﬁade during the first qu&rtef of 1yis,
8t the time of World Wer II. At that time, we were making about
525,000 barrels a day of the then 100 octane gasoline, but
if at that time we had had to make the grade that the militéry
now wents -- at least the Navy now wents -- 115/145, ve would
have produced only abouﬁ half that much, 255,000 barrels a day.
And they made another informel estimate as to how much of the
super-super grade, 130/160, and that would have been approximately
150,000 barrels per day, oﬁly about one-quarter of the wartime
ﬁroduction.

Having gotten this data by refiner and by reflnery, we are
goling to have our Subcowm;ttee on Ingulries approach each one of

the wartime menufacturers, give them the figures that we have,
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and request them to estimate what they could produce should
another national emergency &rlse, taking due account of equip-
ment changes the possibllities of rehabilitating equipment and
the effect of any newly added or planned productive capagity.

In thelmeantime, while thet work on high octane fuels has
been going on, Mr. Taber's subcommittee has been "doping out" a
Questionnaire that we could ask sach other about jet fuels, &nd
thelr conclusions are these: |

It should‘be assumed that in the event of a national

' emergency refineries will also have to continue to

produce psak quantities of .certaln other petrqleum var

products such &s butadiene for synthetic Irubber, butylene

for butadiene, toluol (nltration grade), iubrice.ting oils
and wax and certain other wer-essential chemicels. These
products, important as they are, represent Only‘a sm&ll
portion of thé volume of petroleum products needed and
hence the Inquiries as to military aircraft fuels productive
capacity should ascertain the maximum potential production
of such fuels assumling that these other demands dre first
met;

The producticn of high octene aviation gasolines and
compbnents should be assumed to take precedencé over jet
fuéls; '

The maximum amount of jet fuels producible under these

conditlons should be ascertalined;




e

3%

The amount of dlesel fue)l (702-e) producible when the
refinery is running for maximum jet fuel should be &ascer-
tained; also the amount of dlesel fuel when the refinery
is running for one-half and one-fourth of its maximum
capacity for jet fuel; |

| ,Thé production of other products*-- gasoline, kerosene,
civilian diesel fuel, heating oll, etc. of specifications
equivalent to those prevalling dﬁring'World War IX should
be ascertalned -- assuming maximum productionlof.high__
octane gasoline and coﬁponents and 100 percent, 50 percent
and 25 percent of maximum productlon of jet fuel;

While the informetion should be separately tabulated,
data should als§ be sought from companies domiciled in ﬁhe
United States with respect Fo their operations in the
Caribbean area.

Finally; siﬁce our commiftee and our subcommittees Eontain
representat1Ves of a éreat many companles, we thought ﬁe would
meke this as painless a&s possible by asking ourselves these
questions first and try to get data from the éompanies répresented
on the cpmmittee before we finally put out one questionnaire to
industry.

I should imagine that would all take about six.months to
finish.

Mr. Hallanan: Any questions frém Mr. Brown. Thank you

very much.
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Mr. Bruce K. Brown: Cpuld I have Jjust a‘mihute-on something
else?

Mr. Hallanan: Surely.

Mr. Bruce K. Brown: Yesterday, the Milltary Pétroléum
Advisory Committee —- vhich vas discussed, I understand, ina
Council meeting here, the one before last, in which 1t was
decided that 1t cquld bé informally blessed or at least not.
condemned, but should not go through the Councll -- should be
a committee that was of individuals set up by the military and the
‘011 and Gas Divlslon. We had our first meeting yosterday
afternoon over here in the Navy Bullding. If you will give me
& minute, I would llke to tell who 1s on the committee:

Peul G. Benedum, of Hiavatha 01l end Gas Company, Mr.
Buchanan bf The Texas Company, Mr. DeGolyer, J. Terry Duce,
" R. G. 'Foli'is, Bert Graves, George Wilson, Dene Hodé;es,.Mr.
Me jewskl, Mr. Minckler, Howard Marshall, Ma jor Parten, MNr.
Pyles, Stu&rt Coleman, Qnd‘myself.

We met‘wifh not only the Army-Navy Petrbleum Board but with
- a number of gentlemen vith three stars on their collars or
epauleté, and they gave us & serles of problems. I just wish
to say to the Council that none of the problems that they have
given'us and none of the wofk that we are golng to do has any-
thing vhatever to do with the peacetime economy of the United
States or with any ¢urrent military supply problems. They are

merely asking us as individuals to glve them the best advice ve




can for war plants.

Thank you.

Mr. Hallanen: Thank you very much, Mr. Brown.

Mr. Majewskl.

Mr. Majewski: Mr. Cheirman, I think, in view of what Mr.
Brown has just feported on this Military Petroleum Advisory
Committee, we might give consideration -- not today, but at the
next meeting -- to transferring this actlvity on military air-
créft fuels productive capacity over to that Military Adviadry
Cormittee. I think it might be & wise thing to do that, beceuse
1t is part of the whole program. No actlon today, but merely --

Mpr. Hellanan: This 1s an interim report and does not
require action by the Council &t this time. It 1s only presented
for your information.

Mr. Brown has done & megnificent job, and I know that he
hes glven & great deal of time to 1t. It 1s & very vital issue,
and We are very grateful to him for the information fhat he has
: presented to us from this committee.

I-know, Mr. Bell, you feel the same way sabout 1t. Do you
have anj further comment to meke?

Mr. Ball: I should like to meke just two comments: One
on the report, which I think is an outstanding example of the
kind of anslytical thinking that the 1ndustry can do, that
couldn't be done posslbly anywhere but by the 1ndu§try. .Thera

ig .no place in CGovernment tha.t such & reporti or study &s this
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committee has undertaken could be done.

The other matter is, I am glad Bruce Brown brought this
up, because I meant to mention it in my earlier remarks and
overlooked 1t. I shali report to you very briefly'on this
- Milltary Petroleum Advisory Committee.

You may remember that originally at the request of the
yArmy and Navy Petroleum Board we asked the Council to oreate
& Military Petroleum Advisory Committee which would advise
with the armed services &s to special ﬁilitary problems, many
of which, by their nature, wouid have‘to be classified as confl-
dentiel or secret.

The Agenda Committee concluded, and the Council agreed
with the Agenda Committee -- and I think properly -- thé.’c. that
couldn't be done by the Council under the Council's suthority
and its own by-laws because of the fect that that commiﬁtee,
1f ‘created, could not report back to the Council as considerable
parts of its reports would not be of & nature that could be made
public. So the Councll recommended that the 0il and Gas Divislon
ereate the committee independently of the Council and in consulta-
tion with and working with the Army and Navy Petroleum Board;
we did just that, and created thils Military Petroleum Advisory
Commi ttee, which serves &s an advisory committee to both tﬁe
Army and Navy Petroleum Board and to the 01l and Gas Division
on military problems, primerily to the Army and Navy Petroleum

Board.
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: But‘if'there should érise in the 0il and Gas Division mili-
tary questions, questioﬁs of military supply on which advlce
1s needed, with the consent of the Army and Navy Petroleum
| Boérd, those problems will be presented to thls committee. That
committee met yesterday,'held 1ts oréanization mgetiﬁg, eleéﬁed
Mr. Bruce K. Brown as chairman and is to meet agein tomprroﬁ
afternoon to go further into the problems that have been laid
‘before it by the Army and Navy Petroleum Board.

It i1s inevitable that from time to time some of these
problems will be broad enough so thet they will get 1into the
f1eld of this Council. If so, material of this Council &nd
its committee will be made full use of.

But, in general, this commlittee, as Bruée has said, 1s work-

ing on problems of military supply for millitary emergencles and
| will not be infringing on.the field of the Councll.

Mr. Bfuce Brown: Mr. Chairmen -- that wdrd‘“supply,“

Mex, I think we should keep out of the discussion. Thet vas the
only reason I had for standipg up onn the subject. I am so afraild
thet if we are not explicit, someone will think that our commit-
tee has some responsibllity or some ability to supply the
military preducts -- I mean, right nov. | |

Now, there is an entirely different set of people 1n fhe
lindustry 1tself and an entlrely different seﬁ of committees
in and out of the Councll thet are-concarned with that. We are

planning for vhat will heppen if there 1s another ver, and we
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mﬁst not have any responsibllity; we don't want the Army and
Nevy Petroleum Board to look to us for supplies.

Mp. Hallanan: You want them to loock to Colonel Dréake.

‘Mr. Ball: I am very glad that Bruce made that distinction.
I hedn't realized that I might be leaving a foggy impression.
But this Military Petroleum Advisory Commlttee has nothing what-
ever to do with supplying the armed services with petroleum
products in peacetime or in w;r, ﬁut merely with advising them
as to how certain problems can be met 1f an emergency should
arise.

Mr. Hellanan: Any further questions, gentlemen, in connec-
tlon with this matter?

At the last meeting of the Council, you were fﬁrnishad an
interim report of the Special Commlttee on Internetlonal Standards
for Measurement} It had to dp with the measurement of avisﬁion
gasoline.

Mr. White, who 1s the chalrmen of that commlttee, advises
‘me that the interim report which he submitted to us et the
last meeting 1ls the flnal report of the'committee, without
chenge, and 1t 1s before you now for your conslderation.

The gquestion is upon the sdoptlon of the Preport. The‘
members of the Councll have had'access'to it éince the last
mee ting. Weihave additlional coples at this time, 1f you should
desire to go over the report again. |

Mr. Hill: I move 1ts adoptlon.
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Mr. Hellanan: Mr. Hill moves adoption.

(The motion was seconded, and unanimously carried.)

Mr. Hallenan: So ordered.

Me jor Hardey, would you now present to the Councill tﬁe
repért of your Committee on Petroleum Production end Crude
Availabllity?

Mr. Hardey: Mr. Chﬁirman, subsequent to the last meeting
of the Council, you appointed a committes knaown as.Pétroleuh
production &nd Crude Aveilability. Immedlately after its
appolntment, your commlttee divided itself up into five
sepaf&te committees and proceeded on & stu&y of crude avallablil-
ity throughout ﬁhe nation. The filve subcommittees.were éllocafed '
to the old P.A.W. districts, numbered from 1 to 5. fThe men
responsible in each di;trict for compiling the data'on their
. district were: Mr. John Lovejoy oleistrict l, Mr. George
Bays of District 2, Mr. Charles Roeser of District 3, Mr. .

Dick Shannon of District 4, Mr. Ernie Pyles of California in
District 5. | |

Fach subcommittee compiled the data for thelr respective
P.A.W. distriects. The subcommlttees m&de.their reports prior to
this meeting, and the general commlittee met yesterday morning to
assemble and analyze the data and prepare the full report for
this meeting. Your Chairmen Hallanan hes msntionéd the fact
that I appeared yes terday afternoon before the Interstate and

Forelgn Commerce Cocmmlttee of the House. I would like to say
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that I did make an appearance there as chairman of this Crude

.Availability Committee. Because of the fact, however, that I

arrived here night befofe last and didn't have time to prepare
a written st&tement, it was necessary that 1 appear extemporan-
eously before the committee. I would like to explain, in the
event you do get a transcript of my remerks to the commlttee
yestefday, that necéssarily the statements that I made and the

remarks that were given the commltiee were largely of my ovn

" thinking and necessarily couldn't be construed as the composite

thinking of the Committee on Crude Avallability. I would hate

to burden them with the responsibility, probably, of some of the
pemarks that I made before the comnittee.
Mr. Hallasnan, in his usual modesty, didn't tell yoﬁ,
but he, precedlng me before the committee, did a remarKAbly
fine job in presenting this whole crude situation before the

committee, and my appearance was simply to supplement and add

‘to the remarks that he made, because of the findings that our

committee found yesterday morning in compiling our data.

With your‘permission, I will read the report presented
here today.

Iﬁ order to determine the present Statua of petroleum pro-
duction and availabllity in the Unlted States, subcommi ttees
wvere aﬁpointed to survey the problem by areas. 1t was declded
that the most practlcal basls to use‘would be the five reglons

designated during the war period as P.A.W. districts 1, 2, 3, 4

and 5.
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ﬁeports have been recelved from each‘of the subcommittees
covering current production and availebility within these areas.
This report represents an analysis &and summary of the findings
éf thése groups. |

Before diécussing the detailed figures for the various
areas, the Commlttee belleves 1t desirable to coﬁment‘on '
certain underlying fsctors which have an important hearing
on the overall question of hoth present and future avall-
ability of petroleum and 1its products.

During 1941, the year prior to the entry of the United
States iﬁto the war, production of crude petroleﬁm in the
Unlted States averaged 35842,000 barrels per day. At that
time the petroleum industry in"this country had a reserve
capacity'to produce under sound conservation methods equal
_to approximately 1,000,000 barrels per day over and above the
requirements of that year. Thls reserve capacity had beén
bﬁilt up by & continued and expanding program of exploratlon -
and development.

During the war period the activitles of the Industry were
severely curtalled ﬁy restrictions on manpower, materlals and
funds. As.a result of these restrictions 1t was lmpossible to
carry'on‘the drilling program required'by the constantly
increasing demends to maintaln the same excess reserve-capacity
that existed at ﬁhe beginning of the var. It has been estimated

that approxinebely 07,000 wells were not drilled dﬁring the
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with the rising demands. At the present time, exploration end
development activity is still handicapped by & shortage of
materials, particularly steel tubular goods.

I would like to tell you in an aside that at the rate of
the drilling, the present rate of drilling during 1947, about
38,000 wells will be drilled during 1y4#7. 1t has been the
estimate of some of us that in order to keep pace with demands
and keep the proper reserve capacity during 1947, some 46,000
wells should be drilled, and our thinking is that 1f tubular
goods were aveilabdle, this shortage of 3,000 wells would largely
be overéome during the present year, that ve attach most of |
1t to the shortage of tubular goods.

Present production of crude petroleum in the United
States averages about 5,100,000 perrels dally, almest 1,300,000
parrels or 33 percent higher than ln 1941. This large inorease
in output combined with the above mentioned restrlctlons ofer_
the past five years are importent factors that must be recognlzed
in any survey of the current production and availablllty posli-
tion. | |

The Committee also wishes to emphasize, in gonnection with
this problem, the fact tpat serious technical difficulties
are involved in any attempt to accurately measure productive
 ecapacity. In addition, productive capacity in the petroleum
industry 1s never a static condition but instead may‘and does

change to & marked degree from month to month. It must be kept




Iy

in mind, therefore, in considering the following data that

these figures, although representihg the best estimates possible,
within the limited time, are subject to some vériation and will
not be applicable to the position in the future.

The following paregraphs summarize the situation in each
district as reported by the various subcommittees:

The Subcommlttee for District 1 reported that there was no
known éurtailed production due to transportation‘difficulties
or other cauSés. The availabiiity of crude petroleum from this
area therefore, may be consldered as the équal to the Eurrent
raﬁe of production of dpproximately 56,000 barrels dally.

A wire which I recelved from Mr. D. T. Ring, Preslident of
Pénnaylvénia Grade Crude 011 Assoclation, received yesterday
afternoon, shows 62,000 barrels anticipated production in the
Penn-Grade area, which, however, takes in the district in Ohilo
and West Virginila not included in District 1, so I jﬁst ﬁant
to recognize the telegram which Mr. Ring sent us, whiéh varies
from this figure of 56,100‘barrels. It covers a little more
- area than District 1.

P.A. W, District 2: The Subcommittee for thls Dlstrict
reported that present output‘from all states within the area
 approximates the maximum efficlent rate although the com-
pletion of unitizaetion of two flelds may make possible some
increase in the efficient rate within the néxt few months.

However, for purposes of present availabllity, the current out-
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pﬁt vithin the district of 900,200 bafrels daily may be consid-
ered as representatlive.
P.A.W. District 3: The Subcommittee for District 3 reported
a totel maximum efficlent rate of production of crude oll withln
the area at the present time equal to 3,108,750 barrels per day.
Actual production within the area at the present time averages
2,980,000 barrelé daily. This would indlcate an excess pro-
ductive capacity of 128,750 barrels daily'over and above
current wlthdrawels. |
| I would say the bulk of that lies in the basin of West Texas.
Lacking in elther tank car or plpe line outlets, 1t could bé
largely cured by the construcﬁion 6f additional pipe lines out
of the area, some of whiﬁh I understand are contemplated.
P.A.W. District 4: The Subcommlitee reported that the

present daily average productioh in District 4 equals 190,085

baerrels per day and that there 1s now 36,285 barrels dally of

shut-in production, practically all of which is in Wyoming and
Colorado.
Mr. Hamon: Major, pardon me & minute. Don't you think

1t would be well to indicate in your District 3 -- I notice you

do in District 4 -- the lack of tranaportation facllitvies3 Why

wouldn't 1t be equaelly pertinent to put it in your comment on
District 37
Mr. Herdey: I think we do that in the last paragraph of the

report. In & general wey, we comment on the lack of tﬁbular




goods and materiels.

Mp. Hemon: Well, specificaelly, you point to District 4
but not to District 3.

Mr. Hardey: I think probably this report might well be
supplemented there to the ﬁoint that the excess productivity
capaclity of District 3 1s caused by a lack of transportation
facillitles, due to & shortage of steei and tubular goods.

Mr. Wilson: Well, it 1s shortage of transportation, primeri-

1ly.

Mr. Hardey: Shortage of transportation.

Mr. Majewski: Doesn't the Jennings Report cover that phase
satisfectorily?

Mp. Hardey: It does touch on that ;ubject. He mentioned
the fact of lack of pipe iina outlet from West Texas.

Mr. Hallanan: I think Mr. Hamon's suggestlon was just to
harmoﬁize the report.

Mr. Humon: That was all,'since you commented on District 4.

Mr. Hallanen: You mlght add a sentence, Ma jor; just éne
sentence.

Mr. Herdey: I think 1t would be well to supplement the
report by 1ncluding there & sentence sdying that this excess
productive capaclty is caused by lack of proper transportaﬁion
out of ceftain areas. We wlll do that, unless there 1s some

objection.

Going back to District 4: Of thls excess productive capacity,
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~about 20,000 barrels daily is shut-in in the Rangely fleld

in Colorado because Bf a lack of sufficlent plpeline capaclty.
An additional 10,000 barrels daily represents shut-in production
in the Elk Basin fileld in Wyoming.

In our report, we had no reason for this shut-in of
10,000 parrels in the Elk Basin fleld, but we must assume that
i1t 1s also because of a lack of transportation facllitles. Mr.
Shannon was not able to be here himself, and his report didn't
include the reasons for the lack of movement out of Elk Basin.

Mr. Ball: I think 1t is lack of local refining facilities
vithin reach of the transportation facilities that they have.

Mr. Hurdey: If we say "lack of facilitles", 1t will be
covered then, Mr. Ball?

Mr. Majewski: A guestlon of market demand.

Mp. Bell: Market demend close at hand.

Mr. Wilson: It is the lack of tﬁanaportation. i mean,
the Chicago area refinerles willlbé tickled to death to geﬁ_it
if theyrcan get pipe.lines.to do 1t. It is in the ca.tegory of
West Texas, 1 believe, and some is moving by tank'c&ra‘ |

Mp. Hardey: In connection with this, I was informed by
: Mf. Shannon in Denver a few days ago, after we submitted this
report, that & pipe line might be bullt out of Rangely field
into Salt Lake City, which would alleviate the situation.

I think that 1s subje;tAto pipe llne supply. |

Mr. Wilson: As to timing, yes, but it definitely will be
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built.
My. Hardey: P.A.W, District 5: According to the report
from the Subcommittee in District 5, there is at present no

excess capacity over and above the current rate of production

and, therefore, the present output of approximately 920,000

parrels dally may be considered as the current availabillty
of crude petroleum in thet area.
©  In connectlon with the District 5 report, I will say it

did not touch on availability from the Flk H1ll Naval 011 Reserve.

We didn't give consideration to that at all.

Mr. Ball: Major, may I interrupt and ask & question there?
This say that there 1s no excess capaclity over and above the

current rate of production and therefore the present rate of

 production may be considered as the current availability. The
current rate of productlon could be sabove the maximum efficient

‘rate, above what should be the availability. I just wondered

if you had explored into that.

Mr. Herdey: We have some, Mr. Ball, and the report showed
in detail the studied MER of a good meny of thoée fields. The
commi ttee didn't feel it should take upon itself the guestion
of whether or not California waa_bverproducing ahove MER at
this time without & more complete study of 1ts own. Ve cértainlj '
didn't want to come out and publish figures that would openly

accuse Celifornia of overproducing. So we assume that the

920,000 harrels wWere being produced within MER.
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Mr. Baell: Without any of 1lts members belng very sure that

that is & sound assumptlon.

Mr. Hardey: The committee didn't have enough information

to make the firm statement that it was overproducing. We made

the assumption that the 920,000 barrels were being produced
with MER, and that was its avallabllity for District 5.

Sunmerizing the abové date submitted by the various
subcommittees the present situation as to crude productlon
and'availability appears in thé following tabulatioﬁ:

Availability and Production of Crude Petroleum by P. A. W.
District as of June 10, 1947, iﬁ barrels per day: District FNo. 1
-- total availeble, 56,100; actual production 56,100; no excess
prbductive capacity.

District 2 -- 960,200 barrels total avallable; actual pro-
duection, 960,200, and no excess productive capaciﬁy.

District 3 -- the total available, 3,108,750 barrels;
Actual production, 2,980,000 barrels, or an excess productive
capacity in District 3 of 128,750 barrels. |

In District 4 -- 226,370 barrels available; actual.produc-
tién 190,085 bafrels, or an excess productive capacity of 36,285
barrels 1n District 4.

'District 5 -- total availsble and totel aétually producing
of 920,000 barrels.

The totals avallasble are 5,271,420 barrels; actual production

totals, 5,106,385; or & total excess productive cepaclty of

165,035,
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Mp. Ball: May I interrupt with another questlon, Ma jor,

Jjust for curiosity?

Mr. Hardey: Yes, sir.

wr. Ball: How does your total availeble in Distriot No. 3
compare with the new figure just arrived at bylthe‘Tbxas Railroad
Commisslon? | |

Mr. Herdey: Well, we had avallable their report on'MER
in Texes; but, of course, 1t being only & part of District 3,
Oniy that part of 1t could be considered in the report.

Mp. Ball: Yours 1s pretty well in harmony with 167

.Mr. Hardey: It would. As a matter of fact, ve gave full
consideration to the MER study made by the Texas Railroed Commis-
sion in compiling this data.

Mp. Wilson: You say this figure 1s 1n harmony with the
figures later set by ﬁhe Railroad Commission?

Mr. Hardey: By the Texas Réilroad Commission.

Mr. Wilson: Of.cburse, that will cut down ceftain fields,
as I understand it, above their present rate, but 1t still leaves
this amount &as shut-in? |

}r. Hardey: 1Yes, sir; 1t had been qstimatqd prior to that
study, West Texas has 200,000 barrels of excéss-producing
" capaclty, but that has been cut down approximately 128,000
parrels; somethlng over 100,000-barrels in the permenent basln.
But we did give full consideration to the MER study cénduéted by

the Texat Railrbad Commission.
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The above figures cover crude petroleﬁm only. With regard
to the production end avallability of other petroleum liquids
,Such as natural gasoline and allied products -- and we mean by
that, of course, eycle products, butané, propane, end distillates- -
the flgures on curfent production of these products represent the
best measure obtainabie by tnis committee of present avallabllity.
These production figures are as follows:

Availability of Netural Gasoline and Allied Products,
~ Based on Current Production, in barrels dally, by P.A.VW. Districts:

District No. 1, 10,300; District No. 2, 48,780; District
No. 3, 264,?.00; District No. 4, 3,200; District No. 5, 67,200;
total throughout the nation, 394,180.

I would iike to say, in an aside there, the survey indilcates
that quite a few cycling products are contemplated, will be
built in the varlous states. A large amount of money has been
allocated for the bullding of these plants when, &s and if steel
and tubular goods might becoue available; and I personally think
thet qulte a few of these &re being held up, maybe Lo awﬁit the
present leglslation in Congress on possible amendment to the
Natural Gas Act.

I think some of these projects are belng held up because
of uncertainty of the p&ssing of the Rees-Day bill. I think
vith the pessing of this amendment to the Natural Gas Act, it
will have the effect of speeding up quite a blt of cons truction
among Both; not so much recycling as mich as natural gesoline

plents. T personally thiak 2lso saat moapda the Tling of the sult
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by the Depertment of Justice in the Cotton Valley case might

act as & deterrent in the construction of some recycling plants

~down in our country.

Those are factors which will determine the expension of

_econstruction in some LPG products.

In conclusion, the Commlttee wlishes ﬁo emphasize agaln the'
Fact thet the above figures must be limited to the situation
as it exisﬁs today and in no sense represent future
productive capaclity or availabllity vhich is dependsent
upon the extént and results of exploration and developmenty
work now in progress or not yet started. It 1s the congidered
opinion of this Committee that the productive capaclty of both
crude petroleum and other l1iquid hydrocarbons caﬁ be increased

1mmedlately by & substantial volume 1f the necessary supplies

.of steel products, particularly tubular goods, can be made

available to the industry so that additional wells can be
drilled in produciﬁg areas -- that is, improvement areas --

and other necessary facllities can be constructed. lAnﬂ in
"other necessary facilities', we mean fecycling plants, natﬁral
gasoline plants, and so forth.

‘While thé above infofmation reflects the considered
6pinion of the Committee and those in-the industry who cooperat-
ad, we wish to acknovwledge the fine cooperétion of the various
state regulatory bodies and the Interétate 011 Compact Com-

misaion in mellng dava avelleble.
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I would like to submit the report, Mr. Chairmen, on behalf
of the Committée.

Mr. Haellenan: Thank you, Mr. Hardey.

Any comments or questions?

Mr. Hemon: Mr. Chairman, I am & member of the committee,
and I dldn't appear here yesterday, so I certainly have my
nerve to suggest some changes in the report, but I do suggest
that he put in sbout District 3.

As you know, the shortage of 01l wells all over the country
18 being discussed, as well as up on the Hill. Mr. Holman
end yourself, in a speech -- and I belleve it was in Minneﬁpolia
-- both called attention to the fact that the industry is
practically the only industry that 1s producing more oll now
.than 1t was during the war pericd. This report will undoubtedly
ve given wide publicity and, before we release 1t, I question
1f it is not our duty to the public and to the industry to
péint out -- 1t 15 a brief report, but it doesn't point upr
@ither the job that the industry is doing, with enough force
in 1its éoncluding paragraph; nor do I ilnk that 1t poinfs up
the difficultiés sufflclently.

I graﬁt yoﬁ that 1t mentions them in & éalm; dispassionate
tone; but my suggestion would be that thé report be held up
until this afternoon énd that it be strengthened in those two

regards.

Mr. Hallanen: Jake, you want tc get & little more "umph";
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is thet what you mean?

Mr. Hemon: That 1s 1t exactly, Mr. Chalrman. As I'say,
you and General Holmen have been dbing some very Iine work 1in
your speeches, but,unfortunately; this report will go Qut,-and.
.1t doesn't show or doesn't reelly state some of the reasons for
the lack of any additlional avallability of crude oll in language
thatrthe laymen will read. 'That is my point.

T wonder 1f we couldn't, with the Mejor's consent, perhaps
drametize that a little blt before we release the report.

Mr. Hallanan: Well, you &re & member of the comml ttee
and you and Me jor H;rdey have complete control of the situation.

Mr. Wilson: 1 am & good deal in sympathy with the comments
that Jeke has just mede. I vonder if possibly the matter might
not be handled more simply by putting the "umph" into -the press
release thet goes along with it, which is what the papers will
mainly do.

Mr. Hallanan: The press release 1s supposed to be predlcated
upon the text of ﬁhé report.

Mr. Wilson: Yes, but even_though 1£ 1s, put & little more
"umph" in it and do the job of making it thoroughly understand-
able to the puflic in that press release. That is just an
aiternaﬁive suggestlon that 1f there hasnit been a press release,
that may be the simplest thing to_do,.to puﬁ it 1n there. With
. that suggestion, I leave 1t entirely to Major Hardey.

Mr. Hellanan: There 1s one Imaci 108l Aifficulty about that,

Dr. Wilson. At the conclnsglon of this meebing, these newspaper
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people ﬁill swoop down in here, and we will have no ﬁress réleaae
avaiiable. They will have the text of the report itself from
which they will write thelr own version. So I think vhatever
"uﬁph"'is put into it, should be put‘into it before 1t goes
~out in the text.

Ma jor, are’you agreeable to --

Mr. Hardey: I think probably Mr. Hamon's auggestion is
very good. We wanted to state the facts as you wphld.understﬁnd
them here and didn't glve proper considerstion probdbly-to the
necessity of cailing the public's attention to the. questlon
forcibly;‘but_l would be gled to have two or three members of
the committee sit down with me and wrlte a paragraph that will
reallj-havé some "umph" in 1t, if you would like.

Mr. Hallensn: May I suggest that during the noon recess
you and suéh other members of the comml ttee, iﬁcludiﬁg Mr.
Russell Brown, Mr. Hahon, get together on 1t.

Mr. Hordey: And I will resubmit 1t after lunch.

Mr. Majewski: Mr..chairman,ll don't kﬁow vhat the word
"umph" means . |

Mr. Jacobsen: Sex appeal. |

Mr. Méjewski: I think you have all the facts-heﬁe. I
think the American public can read them. It seys heré thet
pridr to the war yoﬁ hed & production of three million nine.
You had an excess capaclty of over a million barrels; that you

now used up that excess capacity and that the demand is here

\
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and that if you didn't have a shortage of materlals, you might
produce more. What else do you want to tell the publle? 1

hope you don't want to tell the publlc that you will reduce
the price of crude oil, or something. ' The "umph" might lead

one to belleve that.
T think that if you start going out with a lot of "umph"

.you might get crlticlzed. Meybe the price of crude will

increase anyhow. Why the "umph"? I object to any "umph", because

the American people are intelligent enough toiread these facts.
Even Mary's oldest boy understands it. |

Mr. Hamdn: Bérney, I notice that vhen you are discussing
a marketing,problem; you don't hesitate to put in as much color
as 1s necessary -- one; and, two; you don't intend ﬁo miérepre-
sent anything. I think merely that the terrific difficuity --
of which ﬁou are totally unavere now--(1aughter)7fpfggetﬁiﬁg
 material should ‘be emphasized in this report.

Mr. Majewskl: Ve produce & little oll, and we are. having
& helluva time getting meterials. Can you sPare some, Jgke?

Mr. Hallanen: )Barmey, you will have opportunity to give
further consideration to the “ﬁmph", after the ch&irm@n_ﬁndthe
other members of the com@ittee revise the report. -That'wiil
‘come up on the matter of adobtion.

-With that understaﬁding, we‘will'ﬁass over any further con-
sideration of Major Hardey's report. |

Dr. Wilson, may I call upon you now to present the report
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of the Committee on Petroleum Refining Capaclty?

Mr. Wilson: I regret that the copy of the report which was
sent out in advance to the éouncil contained & number of minor
errors. Some were purely typographical, and others resulted
froﬁ the fact that we made some 1a§t-minute changes by telephone
and they are not quite qpherent as they were presented.

Skipping certain parts qf the report, including the first
pdr&graph, the copy yqurare getting now is revised and ve believe
‘accurate.

After lengthy discussion of all points the Subcommittee
arrived at several unanimous conclusions and recOmﬁendatioﬁs which
may be summerized as follows:

1. Thaet the assignment and responsibility of this
Committee was clearlylthat of obtaining for, an@ reporting to,
the Council faétuai date on the refining capacity of the coun-
try. The Committee should not recommend measures‘to balance
supply with demend, nor should 1% gnalyze, except in & general
way, the problems of production‘or_tranéportation which will be
reported on by other committess. | |

2. Thdt to be fully useful, this refining qapgcitj informa-
- tlon should be supplied‘by ﬁmw districts and cover ﬁot bnly
present cépacity but also estimated future capacity bj quarters
for the next twelve months, in the light of the scheduled éomple-‘
tion dates.of projects under way.

It was therefore determined that the information to be develop-
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ed should indicate the refining capaclty of the country as of
March 31 last and also the amount of new crude running capaclty
expected to be completed, including additions to present plants,
for each of the five qéarters ending June 30, 1948.

The work of securing this information waé much simplified
and expedited by the fact that the API had receqﬁly engaged in
bringinglits refinery capacity Informetion up to date and making
& survey of the construction plans of a large cross section of
the industry. The Committee also knew thaet the Bureau of Mines
was maeking a resurvej of fefining capaclty as of-J&nﬁary 1l of
thig year. |

You may not be aware of the fact that the discrepancy
between thqllatest published Bureau of Mines data and this
information and &lso disérepancies in thelinformation of
‘certain trade publications, amounted to over 400, 000 barrels
| a day, which 1is normally a very lmport&nt figure. I_believa
we have brought together the figgres.

Because of Subsﬁénﬁiél discrepancies which appeared to
exist between the Irecent suriey by the API'and the‘moét-recént
figures available from the Bureau, the Chairman of the,cbﬁﬁittee
requested, through the Director of the Bureau of Mines, and
received the Buresu's cooperation in checking the 1nfofm#tion
refinery by refinery. In general, the.figures_shown on Table I
and those which will later be released by the Bureau agree,

except that the Bursau's survey will reflect capacltles as of
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Janusry 1, 1947, whereas those of your Subcommittee are &s of
March 31, 1947, end later dates. Also the Bureau had not yet
completed its tabulation of Dlstrict V plants when the figures
for the other districté wvere checked.
A meeting of the main Committee was called on June 24,
with a membership as listed. |
The Committee discussed and approved'the‘figures submitted
by Mr. Van Covern in Table I below. In presenting these refin-
ing capacity figures the Committee desiées to emphasize the
fact that no single figure can accurately represent crude
runnling cap&city, because the latter varies ovef & reather
wide'fange with change 1n the type of crude run and the ylelds
( | of different products. - The figures have been suﬁmitted as
representing the average annual rate anticipated for refinery
equipment installed on & glven date, allowing for horﬁal shut-
down periods, and assuﬁing normal yields from the crudes
usually run.

I may say parenthetically that this check revealed that
some of the eompanies are not as qareful as they should be in
glving out theée figures. The same compaﬁy has given out,
probably from d1fferent individuals or different aeparnmenus,'

for({ - rather widely different figures for crude capacity for two -
- different agencies within a ‘month, at the same time, and when
pressed for an explenation of the fact that their runs for the

past six months had subs;antially axceeded the reported capaclty,
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thej admitted the capacity figures were wrong. Th§y~66uldn't
do much else. I do think that all of us shéuld give a 1little
more attention to the accuracy of the figures that-ve'do‘
report, especially in times like ;hese, vhen accuracy is
important.

Shut-down. capaclty does not include dismantled capacity,

but is supposed to represent capeacity which 1s operable. How-

‘ever, equipment which has been shut down will usually require

time for repairs before it can be pﬁt into operation.

There was considerable discussion of whether or not any
useful purpose would be served by attempiing to make & segregé-
tion between‘skimming plants and_plants.which are equipped |
with both skimming and-crackiﬁg faéilities.' It was-decided
that tﬁe information would not be of particular value because
in meny sO—called "domplete"-refineries'the skimming;ahd

cracking is not in belance, and meny skimming plants are_

J'closely affiliated with cracking operations in nearby refin-
.eries so that they can either sell gasoline for blending

‘purposes or buy cracked'stocks for blending with their:OWn"

gasoline. As a result many sklmming plants are today 0per&t-

ing successfully and contributing substanti&lly to the fuel

‘011 as well as to the gasoline demand.

Then we give Table I, as of March 31, 1947, the capacity
figuves, vhich ere by districts and vhich total- 5,255,847

barrels in operating refinsries; 332,555 berrsls in shut-down
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refineries, or a totel of 5,588,402 barrels,-as of that date.

Itlis noted thet on March 31, dbout 175,000 barrels per
day of capgciﬁy was shut down on &ccount of strikes. This is
included under column 2, and it is stated how 1t is divided.

For thswaﬂ{enﬁed March 29, refinery runs vere 4,843,000
barrels daily representing an operating rate of 86.7 percent
based on the total capecity shown above. This 1s fairly typical
of prewar operating percentages, though much higher in barrels
run.

Since the meeting of this Committee was held on June 24
accurate figures as of June 30 were not avallable. However
taking into account pro jected expansion of refinery Qapacity
during the second_quar£er of this year, and making use of latest
information as to refineries shut down due to sirikes, the cor-
responding capacitj figures as df‘June 30 afe as follows -
there, egain, we give the June 30 figures;pj districts with
the total of 5,420,547 in operating refineries; 227,555 iﬁ
éhutdown refineries; and & tot&i of 5,048,102 barrels per day
of capacity, which is substantlally largér thaﬁ any of the
figures which have_been‘published, but ye believe 1% is as
accurate as such‘figures can be, teking & great deal of care
in getting them together.. |

For the three weeks ended June 21, refinery runs averaged
5,130,000 per day. This represents an operating rate of 91 perceni
based upon the total capacity shown 1n ‘the above table. On June

1 Temart BF AAN W AR s me -
A0th ehont BT 000 AT DU SO Thaslvy sepesity was svill saut down




due to strikes.

These figures clearly show thet from an over-all viewpoint
there is no current shortege of refining facilities in this
country. However, some of the shutdown capacity 1s badly
1ocated from & transportaﬁion viewpoint, or pertially or wholly
obsolete, or unable to handle the high-sulfur crudes which are
ayailable. That is another factor with regard to these West
Texas and Wyomlng crudes that aren't today being produced.
Not only is not there enough transportation to get them but '
there is oﬁly s limited number of refineries eble to handle
those sulfur products. The shut-in crude;ianot as desirable
@s the general run of crude.

Mr. Hardey: Mr. Shannon mentioned  that in hils report.

Mr. Wilson: Also an operating rate of 91 percent leaves
very little flexibllity or factor of séfety; It tends to
‘aggravate the shortage of transportation, and makes any maj§rr
-refinery strikes highly unfortuns te fdrffhe.indusﬁrj gnduﬁhe‘
‘consuming public. Between January 1 anﬂ June 15_3tpikes have
‘shut down refinerdes that btherwise would have run 13,100,000
barrels of crude. That'f;gure 1s today over 14,000;00Q.b3rr91§
of crude. - That 1s For the first half 6: the year. The 'ﬂgure
is over 14,000,000 barrels. 1 don’t have an eiact figﬁre for
it. In addition, the Texas Clity dlsaster has prevenﬁed the
refineries at that place from processing 1,900,000 berrels

of crude that would bave been normelly run.
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Then, We have & footnote indicating the products, in

parrels and gellons, that would have been made but for that
shutdown.
| The Committee alsc availed itself of the work earlier done by

the AfI in mﬂking a survey of a new refinery constructioh. All
pefiners not included in that survey were.&sked to submit the
seme kind of information. Replies were received from companies
owvning slightly morve then 90 percent of the total capacity shown
in Teble I including ell those kmown to be expanding their
capacitye. | |

In other words, these figures ére not quite as complete
as the refinery capaclty figures. We belleve they include
_practically all the éignific&nt figures. You wlll see by
quarters and by districts the amount of expension coming into
the picture.

'We possibly should have & total in the righthﬁn& column.
You might wish to jot it down. 1 just totaled them, for the
districﬁs. The totel for Distriect 1, for the five quarters
”shown 1s 1500 barrels a day; District 2, 96,500 barrels per day;
-ﬁistrict 3, 69,5m3barrels per day;‘District 4, 9,000 barrels
| per day; Districﬁ 5 96,000, of which 45,000 is replacement
as indicated in the footnote. In other'words, it will not
result in & net increase to that amounﬁ‘in District 5.

Mp. Pogue: What is that total?

Mo Wilgon: I didu't sotal the totals.
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Mr. Pogue: 220,000 plus 45,000 -- eliminsting the 45,000.

Mr. Wilsen: It is 265,000 -- |

Mr. Hallanan: Minus 45,000,

Mr. Wilsbn:- But the net increase will be 45,000 less then
that. o

This amount of Iincreased cép&city seems rather sméll in
view of the large sums which are currently being expended in
refinery construction. Much of this refinery construction is,
hOWeﬁer, of & character vhich improves gasoline yield and
. gquality or permits the handling pf a Widgr variety of crudes
_#ithout substantially indreasing crude ruhning capacity; It is
' also probable that the flgures for expansion of capacii-.y do not
"include3many'minor prdjéc;éIinvﬁiving.bottle—neck elimination‘ 
vhich will 1n'the aggregate pesult in a substantial-increaae
in capacity. Refinery capaclty éxpansidn hes also beeﬁ he1d back
by materisls shortages and by the general governmental pollcy
bﬁth during and since the‘warldf refusing or discouraging
building projects whose primaryrpuppose was that of exp@nding
refining éapacity. N | _

You have'all run up égainst.the‘prOPosition that the
Housing Administration said that where brick and mortar are
concerned, you shouldn'!t bulld new capacity for the sake of
new capaciﬁy, because we ﬁlready heve & iot of idle capacity.

While accurate figures are not yet avalleble, it is known

thet & number of me jor refinery expansion projects already
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approved will come into operation after July 1, 1948, the exact
date depending upon the availabllity of steel and other |
m&teriais;

I might say off the_recofd --

(Discussion off the reéord.)

Mr. Holllday: Bob, I wonder whether these discrepancies
in the estimate‘of refining capacity may be due to the record
change 1in yield that hag been golng on? This tremendous increase
in demend for distlllates I think has increased refining capacity
by 25 percent. |

MT.‘W1lson: Well, there is, nevertheiess, sloppy work being
done. I think there were four fairly large refineries in the
country which ran substantially more in the first six monthé
rﬁhan thelr estimated capacity. There were also cases where the

- same company had given different figures to the Bureau oij1nes
and the API. | | |

Mr. Holliday: My observation is that the Planﬁiné Depart—l
ment in the 1&5# six months has been continually incre&singlits
capacity without making any changes in equipment.

Mr. Wilson: Dﬁe to making more fuel.

Mr. Holliday: TYes.

Mr. Wilson: I think that is trué.

Mr. Hallanen: Any questions of Dr. Wilson?

Mr. Majewski: I don't have any questions. I would like to

_make'sdme commente. I hesitate to question the Doctor'ts fine

renport..
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WE have here three good'reports,.factual repbrts. They

state the case truly. ‘.fei; there 1s a shortage in the Middle

-Weét. We now have nothing to correlate all of this information

on transportation, refining capacliy, cfude oll avallebllity,

‘with thet demend. When does the Interstete O0il Compact meet?

| Mr. Pogue: Eariy in‘August.

Mr.'Majewskia In August, then, there will be available
& demand picture prepafed by thet advisory committee to the
Interstaté 011 Compact...I.hOpe that the Council or Mr. Ball
‘distributeﬁ to the industry and the Council members that demand
report so that that can 5e correlated with these reports.

I understend 1t is & little touchy to telk about & supply
and demand picture, but there are men in thils room who hesitate-
to express what is on thelr minds.

I am looking &t one of them -- two of them; I looked
‘quicklj, too. (Laﬁghier;)

There is & practicg iﬁ the industry -- and I reééénize'
that you possibly cen't do a thing about it -- but iﬁ coﬁcerns
the suppliy of crude oil to 1ndependent refiners. For exdmpie,
in Michigen thnere was at one time & great desire to sell
-1ndependent refiners crude oil produced by these companies.
They had no other merket for it, and they welcomed ‘the oppor-
_tunity to sell this crude oil to so«called'independent_refinars.

They have been supplying this ecrude 0il for many years.

With the scarcity of products in the Middle West -- &nd we
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éalllit "scarcity” advisedly, bﬁﬁ really we are short -- these
éompanieé say, since July 1, "We can't sell you this crude oil
any more so that you can process it and sell to‘your customers;
but we will give.it to you i1f you will become custom refiners.
You process it and give us the products back." Quite a stake.
You kﬁow vhat T mean. My 1nadequacy causes me to use that
vérd.

Maybe there will be more hearings on the Hill about the

- fact that we aré changing some of thelr practices. Now, 1f

there 1s enough crude -- and you don't doubt'that; the avail-

ability is there -- we might get the crude oll if we get the

transportation facllitles built. We might get the crude oil

up to these refineries economically, but at the moment this

disturbence of old relationships I think is an unwise one :or

-our public relations program and we do have & fine public

relations program vhich we can easlily upset by monkeying around
with small amounts of crude oil, because it is our desire -- and
I am a salesman; I use e#ery means to get more stuff so I can

peddle it -~ to improve our position‘'so that the boss thinks well

- of me. I don't know whether he thinks so well of me toddy, but

he thinks well of me 1f I get the stuff and sell it.
Maybe the topﬁ of these organizations -- and I am pointing
my finger &t no one -- ought to look into this so-called pro-

cessing on & custom basis. It is a bad practlce, and'it ought

to be stopped; in my opinion.
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I have opened the door for you fellows who gave me &
"belly-ache" 1ast night telling me about it. Maybe you want to
talk more about it. I have saild all I am going to sey about
it, and I don't think you can do anything Ebout it, Walter,
excepting that these gentlemon whom I lovingly and affectionstely
address as "Brass Hots" ought to.look into the damned thing. 'it
smells. .

Mr. Wilson: It might be added, Barney, that the bulk of us
are not the only ones that havelhad crude taken away ffom them;

Mr. Majewski: I reallze that, Bob. This l1ittle practice
of & small amount of crude 1s causing a helluva stench.

Mf; Wiison: ~ I think the only coordination thet can properly
be mede under the protisions that the Agenda Gommitteé feels
'are necessary to take, will ﬁave_to be made by M&x-Boli and,
I presume, with these figuret he will be able to get out &
report sumerizing the situation. In fact, he has-diready_

| reportéd'to Congress information based lergely on this informa-

"'tion that was placed in his hands .

Mr. Blaustein' Will Mr. Ball get up a statement which will
show what the needed refining capacity is?

Your report states no current shortage, yet yoo go-on t0
tell about the need for additional refinery buiiding;' That
: opené the question of what extent additional refiningrcapacity
is necessary. I teke 1t this comﬁittee féels 1t should not ‘

get up that type of information, but I should think that Mr.
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"Ball would be able to meke that available.

Mr. Ball: With our present staff, Mr. Blaustein, I don't
see how we could tackle & thing of that sort. I doﬁ“t think
we have the knowledge. I think that knowledge resides.in the
industry and not in the Government.

Mr. Bleustein: Is there something that this committee,
| then, could properly, from the viewpoilnt of the Agenda Committee,
make avallable to the members? I can'ﬁ reconcile'the two
'things -- one, & statement in this report that all the current
needs are available in refining capacity. Then, it goes on ﬁo
tell about the need of extra refining capacity and fhe need of
meking materials available for 1t. Now, I think, in order to
make this;report really serve 1ts purposs, there ought to be
some indication as to the amount of refining capaclty that
1t 1s belleved is necessary as of certain dates, perhaps;

Now, in the viewpoint of the Agenda Committee, can thié
commiﬁtee make such information avallable? | |

Mr. Hill: I thank you for the compliment impiied in the
question. I don't see where that is the concern of the Gavern—
ment or of the committee or of the Coﬁncil. That 1s & matter,
in our free enterprise system,.thét is the concerh of évery.
unit in the Industry as to vwhether they have enough prbduction
6r enough reserves or enough transportation or enough refinery

capaclty.

It seems to ne that_you can deduce from these reports every
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1egitimste conclusion that either the Government or eny 1ndividusl

: might want. The fact that somebody else has more refining
cepecity than 1s being used wouldn't, for lnstance, deter me
or you from acquiring a refinery if we could at a proper price
in the'future. - We all expect to grow.and expand; snd vhy
enybody, Government or industry, should desire to have any
more than these reports indicate, I don't know, &and certainly
it is not the proper function of this Councll to engage in any
such speculation, because what would De the result?- Suppose
we should make & deliberete finding here as & body that we
should not engage in any more refinery construction? That would
be an agreement 1n restraint of trade. |
" In other words, I don’t 1ike the imputation that the

.Agende Cormmittee is plecing any restralnt upon sny discussion
or conclusions or snything else. The Attorney Generel of the

.United Ststes, in response to & letter from the Secretery of
- the Interlor, has sald that you cennot do any’ programming and

'you cennot do thls, that or the other thing; end the Agenda
--Committee only comes into being, n accordance with the Attorney
Generalls letter, when & written communication is addressed to
the Councll, which the Agenda Cormi ttee tries to seea whether
or not conforms vith the lav as expressed by the chief lav
‘enforcement officer of the country.

So, my feeble answver to:that very lmportent question is

thet I don't think that this Council has or should have the'
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function of trying to reach any final conclusions about having
achieved elther a cOnStruotion matUrity or any other sort of
completion of fhe‘work off this highly compotitive industry.

Mr. BlauStain: I am not suggesting that there be anything
done which in any manner would imply restraint of trade; but
1t seems to me that the data whicn we get together is supposed
to ultimately serve & purpose of’ giving us the facts. All that
I am wondering is whether the faots as to how much refining
aapacity may he necessary, can't be given out without 1ts
in sny way being an obstruction to the indusiry or an.indication
ofrrestraint of trade. |

In other words, I feel this} I think there is & ahontage
& products in certain places.

- Coming back now to what Barney Magewaki said, I think in
some place -- I don“t know where the place is, whether it is
here or where -- there oughn to be some reconciliation, some
-facts that will permit a reconciliation of the market demands,

. of the production, refinery capacity, transportation, and 80
forth. I think that 1s necessary from the standpolint of_our
 gountry, that someplace there be thet sort of information

mede available. It may not be the pfovincé of this.committee.

, I don!t know that.‘ But Ilam wondering how that kind of informa-
tion might be and where 1t might be at some time made available.
‘That 1s the objective. It seems‘to me there isn't much.use

getting & lot of materi&l together unless you have your eye on
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the‘squirrei, unless you know your direction, and if seems to me
_th#t that 1s the directlon we ought to take.

Mr. Wilson: Mr. Blaustein, you are ralsing really thé
essential question on whlch we have hed quite:a lot of-discus-
sion, whether we shouldn't try to estimete future demends; and
it seems to me there 1is qut one answer to that; With this
group, representing the entire industry, if we try to estimate
fqtu¥e demsand, one.of‘two things will happen: We will either‘
underestimate or overes?imate, maybe we will be close and
maybe we will be far away. |

ﬂow, look at'the position you put yoursglf in. If you
underestimate,.the Attorney General 1s going.to say, "These
peﬁple tried to create an economy of scarcity and discourage
building because they underestimated demand. "

Iif ve qvefeétimata the:prosﬁective demend, they are going
to say we tried to do somethlng thet would force prices up
by indicating there was golng to be & shortage. |
| Now, you can’t be right in ﬁour forecast of future estimates
‘and 1t is therefore highly dangerous to try to say wvhat they are.

Now, there is, of course, a group of economlsats, adviéqry
to the Interstate Compact Advisory Commission, that does ﬁttempt
" to do that, and I presume they will continue to attempt to do
that at tﬁe specific requestrand by'the specific appointgent
of the Interstate Compact Commission. That is your:general

advice on that, isn't 1t, George?
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Mr. Majewski: Mr. Chairman, I didn’t esk that we do 1it.

I suggested that the chairmen or the head of the Oll a.nd Gas
Division, when the demand reports are avallable from the Inter-
state 01l Compact Advisory Committee, d;stribute the same to

the industry widely,-to.the_members of this Council. It has
these reports now. _fheyrare a matter of record. You are adopi-
iﬁg them. We can make conjectures fhat are legal conjectures;
we don't have to.

All T am asking 1s that the director of the 01; and Gas
Division make the conjectures of his own volltion --'&s he
suggested he wduld do last April.

Now, getting back to my dear friend Geérge, it is fﬁnny
when we get into refining or marketing how different it is.
What George has sald certelnly doesn't apply to cfude olil,
because you have delved into that. What a difference! You
touch on market demend for crude oil and the avallabllity,
but when you come to the product demand, you all want two
duck iﬁ. What is the reason for 1t? . I mean, yoﬁ are:touehing
on market demand in the.crﬁde oil avallability report. Why don't
we deal with it then,as forthrightly on products? Géorge,ll
wes asklng that_question of jou.

Mr; Wilson: Don't try to forecast market demaend for
crude. This committee hasn't attempted to do tha t. ‘They
simply stated how much Is being produced today end 561d;

Mr. Majewskl; That is right, but that is the demand.




Mr. WilSOn; Thet is the present demand. |

Mr. Hardey: No, no. |

Mr. Mujewski: They say we are producing our capacity in
these four areas.

Mr. Hardey: The committee deiiberﬁtely left off any mention
of merketing ﬁemand.
| Mp. Majewskl: 1 know._ The citizen can read what you méan.
Your thinklng is different on crude oil then on products, and
I am wondering why. I know what you mean, Bob, bui I just want to
point out thet we think diffeiently vhen we talk abouﬁ:¢rude.

Mr. Héllanan: Barney, these committeg reports, of course,
are suppbsed.to be on & factuél basis.

Mr. Majewskl: I stated they were most honest and I love
them all. l_ | | |

Mr. Hallanan: ‘Thé question is upon the adoptionidfrthé
‘report of the Speclal Comml ttee oﬁ Petroleum and Refiﬁery
Capaéity, vhich Dr‘. Wilsoh reported. |

Mr.-Jacohsen: I move its adoption.

(The motion was seconded, and unenimously carried.)

Mrf Hullanan: So ordered.

Mr. Hill: m:- Chairmen, I would like to say something for
the recbfd here in reply to Berney, who 1ls my dear aﬁd'beloved ‘
friend and I am his lawyer.

These particular reports which I think are as fine a group

of weports &3 I have evar hsard this Councll recelve or the
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P.A.W. receive during the war years, are the result of & very
careful study for & period of many hours, in consultation with

Mr. Ball and Mr. Majewski. And &s you will recall, Burney, we

went over for & day and a night how we could lawfully achieve

the faclua Lo ich reasoneble deductions might be
m

drewn. And so thils isn't news to you. The procedure that

m——————

the Councill ha followed and the reports developed “that theae

facts might be studied in connectlon with the report to the
- ‘
Interstate Gompact Commlittee of that advisory group.

e

——

I think maybe some members of the Council may not know

that fact- but the aceroity that you speak of 1n the Middle

West end your earnest attempt to get as much light as possible

upon its causes and ite remedies vas the primery oco&sion for

these studies, reports upon which have Just been made. That

- 1s & fact, 1an!t 1t,_Barney?

Mr. 'Mejewski- Yes. We have gone a long way and you and
your Agenda Gommittee arse to be congratulated. I was just

trying to get clear in my own mind why we talked so freely

" about crude and when Jake brings up refining capacity we ‘get

touchy. But, George,_yod heﬁe done & fine job in golng a iong
way; as my lawyer, you were rether reticent in the beginning,
put you are to be congratulated.

Mr, H1ll: Thank you, Barney.

(Laughter.)

Mr. Dawes: You refer to these reports as belng factual
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reports and then say to put "umph" into them. Still being
factual, I would like to get_ydur Opinion; as my lawyer. |

Mr. Hill: And I am not familiar with the meaning of that
term. I am like Barney; I have to refer you to the speéialist
in the field of aﬁtivity, Jacobsen.

(Laughter. )

Mr. Jacobsen: I think George got ﬁhe wrong answer. I am
no: a speclalist of "umph". It is the other Jake.

Mr. Hill: I accept the amendmeﬁt.

' (Laughter.)

Mr. Hallénan: Gentlemen, some daysrégo there vas forvarded
to you a report of the committee headed by Mr. Claude ?&rsons,deﬂr
ing with the subject of petroleuﬁ materisl requirements by the

oil and gas industry. It is & very comprehensive report and

‘one that I think 1s entlitled to our very serious consideration.

Ali:of these problems whichVWe are discussing here seem %To get
back to the basic problem of shortages in meterials.

I ad hoped ﬁhat Mr. Parsons could be here today to formally
present the report to the committee with any additipnal recommenda=

tions that he had to make. I do have & letter from him indicating

- the reason he 1S.n°t able to get here, and I am going to ask the

Secretery to read the letter and then to glve the committee the
high spots of the material shortage committee report.
"Mr. James Brown: Letter dated at Houston, Texas, July 5,

1947, addressed to the Chalvman.
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"In reply to jour telegrem, important ma tters are coming
up next week which will prevent my being in Washington. However,
I am asking Mr. George W. Young of New York, Chairman of our
sub-committee on materiels for foreign operatlons of the petroleum
industrj to attend the July 9th discusslon of the pipe export
'figures as suggested by Mr. Russell_Brown of the I.P.A;

T agree‘with Mr. Brown that it wvould be desirable to have
all the exact figures necessary for a detailed quantitative
analysis of the export of casing. The best source of ‘such
informetion 1s the appllcations for export llcenses in the
Department of Commerce but Mr. Brown's I.P.A. economist has
1nvestigated that source and reports that it is impossible
to determine what percent of pipe‘exports is casing.

t1p gpeclfic export figures on cesing are not available,
we might as well consider all types of pipe used in petroleum
operations pecause they are all critioal end in short supply.
The I.P.A., economist did get the export license tonnage figures
on all plipe (includingroasing) exported for petrolenm uses,
and our -materials cormittee considered then along with export
,percentage figures from individual pipe manufacturers and as
8 group. As an 1ndex to the proportion of casing used wo also.
considered comparison of the domestic and foreign footage
drilled, wells completed and rigs in operatlon. This five-

" way consideration resulted as follows:
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'Fofeign
% of Total.
Maﬁufacturers percentage of plpe proﬁtction
exported.fer petroieum 0.35%
I.P.A. pipe exﬁort 1icense tonnage flgures com-
pared with total production of pipe %
Footage drilled (1oU46}: Domestic 97 400,000 £t;)
Foreign, 7,600,000 £t. ) e
Wells completed (1946): Domestic 32,672;) i
Foreign 2,112 ) %
Drilling rigs in operation as of 1/1/ %47
Domestic 3827;) o
%

Fofeign 263 )
"The onlj discrepancy I know of is in the I.P.Ats origin&l
comparison of the pipe export license tonnage figures with the
total pfodtction of o1l country tubular goode° As the latter.
does not include any pipe other than seamless casing, drill
pipe and tubing, end as the expdrt license figures include
other types of plpe, a percentage comparison would be erroteous.
I pointed this out to the I.P.A. me.teria.ls committee and they
quested thelr economist in Washington to investigate further.
Later they recelved & reply that the export license Tonnage
figures could not be segregated as‘to oil cduntfy tubular gaods.

"no me, the important points reletive to export &re: (1) 1t

has been definltely established by the I.P A, tonnage figures
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that critical pipe of various types needed for our own petroleum
operators &t home and ebroad has been golng to foreign govern-
ments in which Americens have little, if any, petroieum inter-
est; (2) our government has been using directives and priori-
ties to send pipe to those foreign governments; and7‘3) our
government hes been hampering American petroleum operators
abroad through excessive red'tepe. |

"The Materials Commlttee of the Council, in 1ts report of
June Hth took & definlte stand relaetive to those three points
as well as others relating to the materiels situation and 1
pecommend that the Councll glve due consideration thereto."
-- signed Claude P. Parsons, chairmaen of the committee.
Mr. Hellenen. In order to faemiliarize the Councll with the

report of this conmittee, 1 am going to ask Mr. Brown to reed

. the high spots of 1%, along with the recommendetions, end to
' ayoid the reading of the details, which we heve.before you 1in

.the report in your hands.

Mr. James Brown The report of the Speclal Committee on
Materials:

"Mmis is the third report of the committee.',The'original

' report dated November 11, 1946, and the revised report of January

11, 1947, listed the current shortages, shoved the causes of
the shortages and mede recommendations epplicable thereto.

'noth reports stated that strikes were the malin cause of

shortage in 1940- and that other causes were OPA price controls,
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priorities, directives, public works, and export-ofindustriel
materials to foreigﬁ gocernments by Treasury Departmeﬁt‘difectives
and UNRRA in the ford of relief. o

"During the two-months period between the Two reports the
sipply of materials pegan to lmprove after the suspension or-OﬁA
price controls. At the time the revised report'wes being prepared
there was another industry-wide coel strike which threatened
further ehut-dowhs of steei miils and dther plents, and the |
general outlook for strikes in other'basic industries for
‘1947 was not very good,

"Since then, the coal strike was halted and there has been &
decreasing tendency to call other major strikes while Congress
was deliterating on new 1ebof legislation.

|“Due to the suspension of price controls end to fewer strikes
‘during the first quarter of 1947, the supply of-materiels for
drilling Operetions improved to a polnt Where a new record was
established over the first quarter of any previoue year for
wells codpleted and footege.drilled.

"Although the supply of ‘materials 1ncreased considerably
iduring the first quarter, an unexpected end greatly increased
. demand for petroleum products by the public is causing an
cunprecedented and increasing demand for materials for el; types
of petroleum operations. |

"The impact of this unexpected and unprecedented demand upon

‘the supply of materials provides the mein basls for consideration
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of the committee at this time. ‘

"In the previous report of January 11, 1947, the committee
expressed & bellef that there was adequate manufacturing (subject
to rehabilitation of f&dilities badly worn during the war) to
supply the demand of the petiroleum industry, provided there were
no interferences by sﬁrikes, stoppages or slow-downs. It did
aot take into account &ny record-brgaking demend in 1947, because
none of the regular forecasts indicated such a demend. The
feeling was based on these facts:

"l. Menufacturing capaclty had been adequate to

produce 21l the materials needed for drilling
operations in 1941, a record-breaking year
of 33,332 Vells completed, as‘comp&red with
30,852 in 1946, |
"5. Manufacturing cepacity was adequate to produce all
the materials needed for the addition@i refiﬁerieé,
pipe 1lines and operating supplieslconstrucfed durling
the wvar. |
"The fact that & new record was made in the nunber of wells
completed and in footage drilled in the fipst quarter of 1947,
dver the first quarter of any ﬁrevious year (see figures on page
8), together with the fact that the recoré was made w;thout
the beneflt of an adequate working inventory, shows that manu-

facturing capacity of materlals used in drilling operations

vas adequate as of Jamuary 1lth and that the production and
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supply was greater then ever before;

"Thet does not mean that petroleum operators a1d. not-
encounter great difficulty in - opteining the needed materials
during the first quarter. They were serlously handicapped
by & lack of proper working inventory caused by heavy with-
drawals during the coal, steel and other strikes in 1946. Leck
of adequate working inventory caused confusion in ordering and
in distribution. | |

"with regard to the increased demsnd, this commlttee is
not a source of statistics or forecasts regarding petroleum
: operations, but referring to statlistics from the regul&r sources
the following picture is presented as s having & bearing on the
outloock for increased demand for materials:

"Last year's statistical forecasts of 1947 demend for
'petroleum products are falling short of actuel demend. In the
first quarter-thererwas a new all-time record for U.S. demand
for crude oil and natural gesoline for both domestic use and
export, of 5,842,000 bbls. daily; &an increase of 11.2 percent
over first quarter 1946, 43,6 percent over first qu&rter'1941,
.and 4.5 percent over the war tlme peak in the first quarter
| 1945. According to the Economics Committee of the Interstate
_Compect Commission, the forecast for the first quar ter 1948
1s in excess of %,000,000 bbls, daily. In addition there_is e
considereble increese in public demend for natural gas. |

"Iuat outlook means that the petroleum indastry and all of
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manufacturers and suppliers of materials face & tremendous Job.
It also means that 1n the 1nterest of the American people, the
government should recognize and take action on the recommenda-
tions in this report relating to conditions which affect fhe ,
accomplishment of that job and which are under the controi of
the government |

"The unprecedented demend of the American people for more
petroleum products means more wellis, more crude oll, more re-
cycling plants, more pipe lines, more pump statlons, more |
refineries, more tank cars and tank trucks and more products
pipe lines. Unprecedented demend for natural gas means mere
pipe lines end more pump ststions.

"Although refinery 0perations vere greatly expended during
the war, and reh&bilitation has 1mproved some of the older
plants that were badly worn during the war, there ane,several
materials (listed herein) that are stillrsefiously shortr
end are hempering operetions; and it 1s expected theﬁ the
increasing demend for petroleum preducts will soon over-tax
the present total refining capacity and:additienel eapscity
will be necessary. |

"Distribution operations are hendicepped mainly by a lack
ef rallroad tank cars end highway tank trucks. |

"New conservation regulations for the production‘of_oil in
Texas increase the demand for compressors and other naterials

" for re-cycling end rernressuring purposes.
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"The demand for large diameter line pipe and equipment for
pump stations for naturel gas is severel times greater than in
1941,

"mhe following materials are still far short of demand:"

We are skipping the details with relation to the various
meterials and going to pege 11, the recommendations.

"To provide a general basis for b&l&ncing supply with
demand in all critical materials used in operations of the Amerl-
can petroleum industry at home &nd abroad, the committee submits
 the following:

"The committee re-affirms the . unfulfilled recommendations.
'1n its previous report of Jsnuary 1li, 1947, ond urges the govern-
 ment to take prompt action thereon so that a continuing maximum
supply of meterisls for petroleum operations can be expected
:cfrom exlsting manufacturing facilities, and so that the atmos;
:phere cen be cleared for rehaoilitation, replacement or expan-
eion which may be needed. Those recommendations are as follows:

"That the government - |

"Discontinue priorities.

"Discontinue purchasea and directives (UNNRA, Lend-Lease,
State Department, Treasury Department) diverting scarce indus- p
trial materialo_to foreign governments.

"pefer construction of Public Works until the present
shortages are relieved.

"Revise export regulatlons (0IT, Dept. of Commerce) which
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seriously interfere with the Americen petroleum industry in

carrying on its needed 0perations abroad. Present controls are

- primarily for control of exporters who ship materlals abroad for

resale, where&s the American petroleum operator uses 1t for
Amerlcan petroleum operations ebroad. The petroleum indusiry
should be pérmitted to use the gemneral export license procedure
and regulatioﬁs for expor ting the_materiais needed in its
foreigﬁ operations in countries classified by the government

as 'K' countrles.

"ppovides effective legislation which will give labor the
protection end rights to which 1t is entltled, consistent with
the rights of others, and at the same time encourages productiv-
1ty instead of strikes,'étoPpages and slow-downs resulting from
exlsting legislation which creates scarcities which cause in—
creased costs and prices which cause more strikes. Production
is the only answer to lower living costs and adequate materials.

“The government should cooperate in the export situation
by discontinuing purchases of critical indusﬁrial materials
for forelgn govermuents and by revamping 1ts export regulations

and controls which, in actual practice by the pbureaus which handie

_them glve preference to the requirements'of forelgn governments

and shows a lack of understanding of the needs of the. American

l‘petroleum industry in 1ts effoft to serve the 1nterested of

the American people. Foreign government requirements should

come only after our own basic needs foyr materials are met.
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The present government practice of preferentislly handling
foreign government requirsments of critical materials through
directives, prilorities, and export controls, weakens our own
position in world markets.

In viww of the-new, unexpected and unprecedented demend, and |
the present forecaest of continued upward trend, 1t 1s apparent
that we are reaching & point vhere consideration should be glven
to any possible needs for expanded manufacturing facilities
for increasing the productlon of bottleneck ltems of materiels
uéed in petroleum operations{ quever, iittle consideration of

expension could resasonably be expected of a manufacturer when
_production from his present faclilitles is faced with & continuous
e#peétancy of strikes, stoppages and slow-dovns, in his own
plants or in piants vhich supply hls raw meterials or components.
Therefore, in order to assure the maximum suppiy from existing
facilities, and to clear the atmosphere for ékpansioﬁs ﬁhere
necessary, the committee feels that the government should follow:
the above recommendations. |

"While the whole petroleum industry is affected by the
| Shortages listed herein, special commendation is due the manu-
| facturers for producing critical materlals under manyAdifficulties;
to the operator who doggedly searches for new oll deébite the
confusién; and to the American operator who develops Américan
interesata abroad-deépite excessive governﬁental red-taﬁe éoncern-

ing the relatively smaell guantity of meterials he needs.
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"mhe conmilttee feels that economic balance cannot-be '

attained until all recommendations previously made: and now re-

affirmed in thils report are complled with by the government,

and, in addition, the trenﬂ and 1mpact of the unprecedented

demand of the public for petroleum products and natural ges
should be fully weighted by the manufacturers.

"The report 1s respectfully submitted to the COuncil in
the interest of the petroleum industry and the American peopie
1t serves." -- Signed Claude P. Parsons, Chairmen.

Mr. Hellanan: Mr. Muyes, I wonder 1f you, &s a representa-

ive of the Commerce Department, would care to comment on the

reprt which has just been submitted.
Mr. Mayes- , Mr. Chalrman, I didn't come prepared to discuss
this. I will think about it, but what perticular question --
| Mr; ﬁallanan: I had no particular queétion. I ﬁhoﬁghﬁ
ﬁerhaps you might want to comment on the report, Specifiéaily

or generally, from the stendpoint of the recommendations- or,.

1f you would care later this afternoon to make any comment we

‘would be glad to hold time open for you then.

Mr. Mayes: Very well. Let me take & look at 1t at
lunch time and talk about it this afternoon.

M. Majewskli: One thing you can say abbut the report,

Walt, is that thls one 1s full of *umph". You don‘t have to

add any more.

Mr. Ballanan: Is there any represent&tive of the State
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Department here in the room at this time?

(No response.)

Mr. Hellanen: Gentlemen, what is your pleasure &bout the
report?

Mr. Majewskl: I move the.adbption of the report} along
with the others that 1t be given the widest publicity, contin-
uously, until these recommendations are achieved.

Mr._Ha.llapa.n: Ié there a second?

Mr. Wilson: I second the motion.

Mr. Hzllanen: All in favor --

Mr., Blaustein: Mr. Chairman, would 1t have been proper
for our committee to have consulted with the Commerce Depari-
ment and the State Department with respect to some of fhese
recommendetions? I realize the difficulty with the priorities
to foreign governments; and yet this repqrt does take a rather
isolationist position. I mean, there are certaln requiréments
with respect to forelgn governments that may be necess&ry for
other reasons. I am wondering whether, in getting up a report
of this sort, 1t would have been proper for our committeé to
have consulted with either the State Department or Coﬁmerce
- Department.

Mf. Hellenen: Well, Mr. Blaustein, this committee had
several sessions here in Weshington. While I couid pdt say
definiteiy, I take 1t that in the course of thelr discussiohs

they did confer with a governmmental representative, and these
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recommendations arise after those conferences.

Mr. Blaustein:- I see.

Mr. Hellanan: You have heard the motion. .Ail in favor of
the ﬁdoption - Mr., Ball?

Mr. Ball: i am not & member of the Council, and I don't
know that I shouldmake suggestlons, but it seems to me,'sinCQ
 some of these recommendations are a bit drastic with regard to
Government actidn, that action on the report might well waiﬁ
-uqtil we do hear from the Department of Commerce this afternpon
and perhaps from the Department of State.

Mx- Majewski: I have no objection to doing thet, but if
this report was fully read, it shows that there has been
derejiction on the part of Governmént agencies. For example,
on page n, if you will read, "Uﬁder the eiisting system of
export controls, the American operator is definltely h&ndicapped
in the procurement of his supplies and materials for his opera-
tions abroad. The relief gotten last January, whereby most
materials requ¢red by American -operators were placed on an aex_
quotal basis, was of short dur&tion. During a recent transéer
Qf authority from OPA to OIT thia arrangenent w#s 1os£. Many
. applications are cut from 50 to 90 percent and afe of ten
denled 100 percent. . This resﬁlts in many appeals and & pyra-
miding, from quarter to quarter, of quantities of materials
absolutely required.

"Another seriocus complaint is that quarterly applications are
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scted upon too late to be of much use in the quarter involved.
The quarter is hearly ovér before the applications come back
and &t that time several months have been lost in the procure-
ment of the materials. The operators are fearful of placing
their orders before they recelve their returned license becﬁuse.
of the fact that most of the items are drastically cut and
consequently the efforts used in the anticipation of require-
ments are to & large extent nullified. The administration of
thesé applications today 1is worse than at any time ﬁnd besidés.
| involving &s much paper work as ever, it results in costlyq
delays.”

On the basis of those two paragraphs, I would say that tle
GOVernment has been on notice and 1t has been derelict, I don't
care which department it is. 5o 1 don't mind walting until this
.aftepnoon, but this 1s the kind of stuff that will arouse
Government depertments that are stagnant and dead,

Mp. Bell: All I em suggesting, Mr.Majewékieis that
~ the accused be given & chance to be heard.

Mp. Majewskl: I am In favor of that, alﬁays, aé you
know, Max; but you know this report has been out for five
weeks. 1t seems to me 1f you ralsed hell about me for five
weeks, I would have had an ansver ready for you today, if I
wvere guilﬁless.

Mr. Hallenan: WMr. Majewskl, then you withdraw your motion

pending --
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Mr. Mejewski: No, I woﬁld like to leave it pending.

Mr. ﬁallan&n: That 1s what I say, "pending.”

Mr. Majewski: Yes, pending, until we hear thbSe‘aocused.

Mr. Wilson: We might suggest from this part of the room
that you would‘have had én answer whether or not you were guilty,
Mr. Barnsey.

(Laughter,)

Mf. Mﬂjewsk1: -You have something there.

Mr. Blaustein: And you would have 1t in five minutes, not
filve weeks.

Mr. R. B. Brown: Mr. Chairmsn, in view of the letter, it
may be of some heip or some interest, since that letter was
wrltten we had hoped to have Mr. Parsons 1n here because of the
difficulty of reconelllng certain flgures, so that we can sit
down with the steel industry and work it out.

| Mr. Hallanan:; That is the reasson I had asked --

Mr. R. B. Brdwﬁ: Wé didn't get that done. We have hed
some gonferences ﬁith.them, apd I have some figu;es on the
production and_the.export of steel here as the fésu;t of thet
conference, that we haﬁeindependently_made,.if it would be of
any interest.

Mr. Halianan: I thinﬁ it would be, and we will be glad to
have you present 1t at this time, Mr. Brown. |

Mr. R. B. Brown: I have here the production in;exports of

steel, tubular goods used by the peiroleum industry. We hava
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checked with the industry and the steel industry, as carefully:
as we can, although we recognize that there are certein classifice-
tions th#t are difficult ﬁo réconcile.

It m@y be of interesi to show the productlon, pre-war,
of oii counﬁrj goods. Pre-war, they were producing 988,000
net tons. In 1946, they weré produecing 1,095,000 net‘tons.
That is an incredse of 11 percent over the pre-war.

' Mpr. MeConnell, who 1s vice president of the Natlonal Tube
Qomﬁany, made an address recently in which he attempted to
pilcture what he classifiedas 2 typical posi-war year 1in fheir
production. In that he says.that -3 typic&l post—wdr.yéar thej
snould be producing 1, 500 000 tons of oil country goods.

Now, in that we have Erieu to divide the clasaification

.of production of line pipe. For instance, we have taken thet

out of this. Pre-war, they wvere producing.koo 000 -tons.  In
1946, an average month 1t was 973,000, or 109 percent over the
‘pre-wvar, as against Mr. McConnell's projection of eight hundred

sixty two as typlcal post-war, vhich would be an elightyfive per—

cent Inresse over the pre-<var tbnnage. The total productioﬁ of

:. oil country goods and line pipe would be 1,454,000 1n the pre-war
period of 1935 to 1939; the 1940 production of 2,069,000; &
 typical post-war yoar of 2,302,000, which indicates that they
intend, according to Mr. McConnell's projection, to 1ncreése

" their production very-matéri&lly.

The other point thet we wanted to meke some comment on was
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- the export_of.oil country goods and oil pipe lines. Pre-var
. we were exporting 64,337 tons. In 1946, we exported 179,781
tons. In 1947, exporis indicéte 340,000. BSo the exports
continue to 1ncrease-very.materially.

Those were some figures that we had hoped to'recopeile
with Mr. Parsons’. h

Mr. Ball: May we have & copy of those?

Mr. R. B. Brown: Yes, I shall be glad to furnish them.

Mr. Herdey: Mr. Chairman, I would like to clarify a side
remark that I made when I fead my report. If may be in error.
| I think I made the statement thaﬁ study revea;ed we were
8,000 wells short on projected drilling this year to meet
anticipated demand. What I mant to say was this: 38,000
wells that we see possibly can be drilled this year, whilch ahould'
be 45,000, The 46,000 was in order to keep pace with_qnticipated
merket demand and not to meet market demand. In otﬁerwords{
lif the proper proportion of'iécre&se is followed, the 46,000
~wells should be drilled. |
| Mr. Hallenan: I think that was clear in your originel
statement. |

Mr. Hardey: 1 am afrald I made the remark that it ﬁas
necessary that we.have 46,000 welis to meet the demana._ What -
I meant to say was, in order to keep pace with the trend cof
increased demend. I would like to clarify that in the pecord,

please.
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Mr, Hallanen: Yes.

Gentlemen, jou now have & very interesting and éomprehénaive
report of & special committee of the Gouncil that was appointed
to give us the dats on petroleum tankér trénsportation.

Tanker transportation, &s you know, has been & very allve
and acute problem ﬁhat the indugtry has had to deal with recently
in Congress. This report which hes been submitted by Mr. Patter-
son, the chairman of the comﬁittee, glvea just abdut everything
that we could look for or ask for to show what our position is
‘with respect to tanker transportation. It has been placed in
your hands previously. Mr. Patterson‘is not here today to present
lit, but 1t 1s before you now fqr your consideration and discussion
and actlion.

| Are there any comments in connection with the report?

ﬁr. Jacobsen: It is a purely factual repOrf. I move‘its
adoption.

Mr. Pogue: I second the motion.

(The.motion was unenimously carried.)

"Mr. Hallsan&n: 36 ordered. |

Gentlemen, I deéire‘to present. Captain finney,:who is &
member of the Committes on Petroleum Pipeline TraASportéﬁidn
'énd who will present the report of that comml ttee in tﬁe absence
bf Mr. Graves, the chalrmen.

Mp. Pluney: Mr. Chairman and gentlemen. The Committee on

- Petroleum Pipelline Transpor tation was authorized by the National
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Petroleum Council on Jenuary 21, 1947 with instructions
to meke factﬁal studies of the Nation's petroleum pipe line
transportation fﬁom the standpoint of 1ts adequacy to meet
National'Défense and other emergency needs.

Mr. B. I. Graves was chosen as chairmen and I am acting
in his absence as vice-chairman.

We hed our organization meeting here in Washington on
April 9, at which time the responsi‘bilities and activities of
lthe commi ttee were discussed and subcommittees were selected
to collect data and prepare reports on pipeliﬁe systems within
the United States. It was decided to handle the study by P.A.W.
areas and thé following men were eppeinted chairmen of the vafious
districts: For No. 1, W. C. Kinsolving; for Nos. 2 and %,
Bruce Clardy and A. N. Horne; Nb, 3, L. H. True. For .Di'strict 5,
Sydney Johnson.

In addition to these subcommlttees, whose activitles were
to cover refined products and crude oil pipe lines, anbther sub-'

comml ttee was appointed to prepare simllar data on the gas lines

- for the entire United States, the chalrman of same to be Mr. E.

‘Buddrus.

The chairren of the subcommittees proceeded immediately
to contact the;iarious:pibe line companies requesting factual
data on existiﬁg lines together with outline maps showing
sizes, routes and station locations. Full coopération'hﬁs been

recelved from the chairwen of the subcommilttees who are complling
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the data for their respective districts. When the finel reports
are compieted, they will be submitted to Mr. B, Brewster
Jennings, Chairman of the Comnmt ttee on Petroleum Transpdrfdtion
Faclilities, for ultimate presentation to the National Pétroleum |
Council &t Washington.

The following pages in our progress report review the
various districts, but I belleve tﬂat Mr. JenningS'has very

properly summerized it already here this morning and I would

only repeat his statement that the exlsting systems, toge ther

with those new projects and improvements that have beep announced
are adequate, generally speaking.

All of this work has been slowed ﬁp, as everyone knows, by
the slowness in obtaining material, but we hope“ﬂhat condition
will continue fto Improve.

Thank yoﬁ. _

Mr. Hellanan: Captain Finney, Go you wish to add anythlng
with reference to the particular middle district that has been
the subject here of some discussion as to additional plpe line
facilities? |

Mr. Finnej: No, I do not think so. I i;hink our SummAry
statement tﬁat Mr. Jennings gave, that the new broject$ annDunced,
the work under wey will take care of the situation just a# soon
as they cen get the pipe and equipment.

Mr. Hallanen: Any questions that any member of thé Councll

would. 13ke to ask Captain Finney, or any comments 1ln connectlon
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wlth this réport?
(¥o response.)
- Mr. Hellanan: Thtnk you very much, Captaln.
The matter is now before the Council for action.
Mr. Hardey: I move the'ad0ption of the report.
Mr. Hill: I second’ the motion.

Mr. Ball: Mey I add that there are references here to

‘a further report on gas systems which will be submltted by

" Mr. Buddrus and detailed reports from your subcommittee chairmen.

I just went to be sure that those get to - the douncil and to the
0GD in the course of time. The fact that Mr. Jennings' committee
has submitted & report I hope is not going to preclude us from
getting these detalled reportis when they come iﬁ.

Mr. Hallanan: Major Hardey has moved the adoption of the
report of the Special Commlttee on Petroleum Pipeline Transporta-
tion. _ |

_(The motion, having beeﬁ-duly seconded,'was unanimously
6arried.)

o Mr. Hallanan: So ordered.
' The next report, gentlemen, for consider&tiong 18 the report

of the Committee on Petroleum Tank Car Steel Requirements. In

the absence of Mr. Adams, the Secretary will read the report,

and coples will be distributed.
Mr. James Brown: The report of the Committee on Petroleum

Tank Car Steel Requirements:
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"fhe National Petroieum Council's Committes on Petroleum
Tenk Car Steel Requirements met, pursuant to call of the Vice
Cheirmen, Mr. C. E. Musgrave, in Room 6071, New Interior Bullding,
at 10:;00'AM, June 4. A quorum was preseht; Mr. C. D. Fentress
of the 011 and Gas Division attended the morning session and
Mr. Mex W. Ball, Director of the 0il and Gas Divielon attended
the afternoon session. Mr. Jemes V. Brown, Secretary-Treasurer .

of the National Petroleum Council was present the entlire day.

-All three of these gentlemen made beneflclal suggestions and

recommendations.”-- I am glad to hear that.

"aAfter considering the report of April h'of the Committee on
Petroleum Raeil Transportation, of which Mr. Fayette B. Dow is
Chairman, and other facts av&il&ble,_the'committee finds that
there is en 1mmediate need for steel to construct 4,000 ‘high
pressure tank cars for the transport&tion of 1iquefied petroleum
2ases and 7,500 Class 103 tank cars for the movement or ‘other
gr&des of petroleum and petroleum products.

"These additional high pressure cars ‘are required to trans—
port LPG for essential domestic and 1ndu°trial uses. The Class

103 ‘tank cars are required to replaoe cars that are worn out

and to meet the expanding needs of the petroleum industry for

additional tran3portation to supply increa31ng eivilian and
industrial requirements. Unless steps are taken 1mmed1ately
to provide steel to conStruet 900 petroleum tank cars per month,

(the capecity of the bullders), the existing serilous shortage
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of transpoftation néeded for the distribution of petroleum and
petroleﬁm products will soon present & crisis of considerable
magni tude.

"In the past winter a shortage of high pressure cars for
the movement of liquefied petroleuﬁ gases, as most every one
knows, was so acute as to cause many people to suffer.l Valuable
petroleum products were wsted as well as & production loss of
other essentiel commodities. Foreover, & short&ge of standard
tank cers now exists which, unless improved, will make the
ﬁurnihg oil situation extremely se#ious_during the coming
winter. Unless the production of tank cars ls greatly
accelerated conditions will be much more worse during the
winter 1947-48 fhan heretofore experienced, resulting in
proper‘criticism of the Government and the patréleum'industry
for not taking steps to do everything humanly possible to
make available thé heeded tank cars.. o |

"In order to utilize the available tenk car building facili-

‘ties 1t is necessary that 18,000 tons of steel per month be

allocated for the construction,of t&nk cars, which steel must

‘reach the car bullders at & uniform rate as‘tb.plate; Sheet,

bars, castings and other classes of material. This 18,000

tons includes that now being allocated and received by the car

builders for the construction of new tank cars.
"After full discussion of the problem and due deliberation

sha Comsibhes adoptod the following resolutlon:
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Resolved, thet it 1s the reoommendetioo of this

Committee that 18,000 tons of steel per month ve allocated

to the car building companies for the cons truction of

tank cars to handle retroleum and its products untill

the car supplj is in paience with the demand.

"The Committee recognized that the pefroleum industry was
not adequately repreaeﬁted on the Jolnt Conference of repre-
sentatives of the cer bullders, railroads, steel industry and
equipment suppliers with representatives of the Offlce of

'Defense Transportation acting in an advisory capaclty, and after
considerable diecuseion edopted'the.following reeolution:
Resolved, that the Chairman of this Comml ttee be
authorized to nominate noﬁ more than five memhers'of

this Committee to represent the petroleum industry

on the Joint Conference of the car builders, reilroads,

steel industry and equipment suppllers with & represent—

ative of the 01l end.Gas Division acting in aﬁ adrieory

cepacity | | N

"The Committee arranged to invite representativee of other
Government agencies to meet with the Committee June 5th at
‘;0:00 AM. Thereupon, the Committee adJourned to reconvene et
9:30 AM. June 5th. The Committee met at 9:30 AM. June 5th &nd
_the Cheirmah announced the epp01ntment of the following members
of the Committee to be recommended &s representatives_to eit in

the conference created to obtain steel to construct necessary
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rolling equipment.

"B. C. Graves, Chairmen; P. G. Anderson, Puul J.,and,

H. E. Coyl, C. F. Dowd.

"At 10:00 AM, the following gentlemen met with thé Commi t-
tee: M. G. Lassek, Army-Navy Petrbleum Board; A. L. Helmer,
Transportation Division, War.Deparﬁment; W. E. Gannon, Federal
Bureau of Supply, Treasury Department; Robert Glenn, Office of
‘Defense Tfansportatién; Porter L. Howard, Office of Defense
Transportation.

"In the general discussion the inadequacy of the availeble
‘tank car supply to meet present demands or to meet an emergency
was_analyzed. It was conservatively estimated that 30,000 tank
cars would be retired'from service in tﬁe next five years and
that unless immediate steps Were taken to provide steel for a
prompt and orderly consﬁruction of tank cars a situaﬁiqn-ektreme-
ly difficult of correcting (because of limited car bullding | |
capacity) would soon develop. | |

"After acqueinting all those present with existing condi-
fions, it was decidediihaf‘a committee be appointed té'consult'
with Colonsl J. M. Johnson to the end that he would be made
‘aware of the critical situafion developing and securé,his'l
~support in any _efforts he might make to secure adequate Si:é_él :
for the constructionrﬁf tank cars. The committee séiecﬁéd to
lrepresent the petroléum industry.in the conferehce to securé

steel for rallroad rolling stock was requested to mset with
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- Colonel Johnson at 4:00 o'clock in the aftérnoon and to‘retort
tack the resuit of sﬁch-conference. |
"The meeting was held with.0010ne1 Johnson and thereVWere
also present Messrs. Arthur H. Gass, Robert L. Glenn.ahd .
Porter L. Howard of his staff. Colonel Johnson heard the
report aﬁd told the Committee that he was aware of the essential
need of tank cars, not only to meet requirements of our domestic
economy but to meet the needs of any eﬁsrgency and that he wotld
do what he could with the influence and power he h&d, to direct
steel to the car-buildingtcémp&nies for the purpose required.
The Committee was unanimous it its reaction that qudnel Johnson
WaS prOperiy impressed and would act promptly and cdnatruetively.
"The sub-committee reported the result of thils conference to
' the Committee as & whole and the‘meeting then adjturned.“ --
- Signed by K. 3. Ad&ms and the mémbam of hiscoﬁmittee;.
Later, Mr. Ball transmitted to our office & copy of &
'+ letter that he recelved as Director of the 011 and Gas Division,
‘from J. M.‘dohnson, Director of the Office of Defense Transport&—
tion. I have been asked to resd it. Mr. Bell is‘here; this
letter, addressed to him, says:
"since your visit here on June 5 with thé Subetmmttteé
- of the Petroleum Tank car Steel'Requirements Gommittéé or the
, Nation&l Petroleum Council and following receipt of your explana—
tory 1etter of June 9, nmy staff has been lookihg into the problem

of ralsing tank car production both in the high pressure and low
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pressure types, to maximum levels.

"We are optimistic that materisl progress cen be made in
stepping up.t&nk car production 1f our preseﬂt'success in im-
pfoving the supply of steel plates for the tank car bullders
can be continued. To this end, we have called a meeting of
our industry advisofy commlttee on distribution of steel for
freight cars here on July 8, at which the subject of tank car
3teel will be discussed fullyf

"As & result of this meeting, we ‘hope to 6bta1n commi tments
particﬁlarly for steel plates vhich wlll permit increased‘proa
ductibﬁjof-tank cars. I will advise you of oﬁr progress in
this connedfion." -- Signéd J. M. Johnson, Director.

Mr. Hallanan: DMNr. Ball wanté to ccmment.

Mr. Bell: I just want to say that dll of the'fofce and

Persuaslveness of such a éommitteé as this doesn't apﬁear in &
@imebgraphed report which gets into your hands. |

I vent with.the subconmi ttee down to see Colonel-ibhnéon
and the subcommittee made a verj_forceful énd very persuas;vé
 presentat1on of the need for more steel for tank cafs. |

I'répeéted this before the Wolverton Committee the other
day. At the end of thatlséssioh, Mr. Graves, the éhairmgn of
the subcommittee, said: "Now, Colonel Johnson, I don'ﬁ Know
vhe ther we have presented this as completely and fo_réi_bly as we
should." :Colonel Johnson said, "Well, if you had made 1t one

bit worse, I would'have but my head down here on my desk and
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burst out weeping."

I hope this afternoon that either Mr. Porter Howard or
Mr. Glenn of 0.D.T. will be here to bring us down to date on
this situation. I don't think either of them is here now. Is
éither Mr. Glenn or Mr. Howﬁrd in the room? |

(No response.)

Mr. Ball: They promlsed me they would be here today, and I
think they wlll be here thié afterncon and they can bring us down
to date on what the situation now looks like.

Me. Hallanaen: The quéstionﬁ is upon tﬁe adoption of the
report, gentlemen. What 1s your'pleasure?‘

A Volce: I move that it be adopted.

(The motion was seconded.) |

Mr. Hallanan: It héslbeen moved and seconded --

Mr. Majewskl: .In one fepbrt'we say there_shouid be no alloca--
tion, &nd then we have another feport in which we sey there should
be. We ought to be consistent. The Materials Commlttee report
says, no prlioritles, ﬁo allocetions, take off the restrictions,
and wé will do the job. And we get a report on petroleum tank
car steel réquireﬁents, and we adopt & resolution, a.peport,
that says "We want an allocation of 18;000 tons." I call your
_attention to the inconsistency. | |

Mr. Hana_ﬁan: I don't think so. I think, 1f you will
read more caréfully the report --

M. Majewskl: T read 1%. That 1s vhy I am making the state-
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ment.‘

Mr. Hallanan: =-- you will find thé priorities réferred
to in the Parsons’ report relate to exports of maﬁerials.

Mr. Majewski: What is the difference?

Mr. Hallanan: Well, I think there is & tremendous differ-
ence. There is no conflict, as I see 1t, between these two
reports.

| Mr.-Majewski: I just call your attention to the reports.
In one We S&F no allocationé under any consideration; and in
another one we make & definite recommendation.

Mr. Ball: I think there 1s this distinction, Barney. The

allocations referred to in this report that we have just had

are purely voluntary allocations. They are allocatlons made
by the steel industry and not by the Government, which I think
is a very différent thing. |

Mr. Majewskl: That is & good enswer. That one, I will
accept. |

(Laughter. )

Mr. Hallasnan: Are you ready for the question?

(The motion was unanimously carried.) |

Mr. Hellanen: So ordered.

I will declaré a recess of the Council until 2:15 ﬁ.m..

(Whereupon, at 12:30 p.m., the Council recessed until 2:15

‘p.m., of the same dey.)
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Mr. Hsllanan: Gentlemen, the Council vill be in order.
One of the members of the Council 1s ?;eaident'of7th§=911
Well Drilling Contractors Association of America, J. E. ngren,

of Midland, Texes. Mr. Warren has just come from & maeting

of his execuflve committee in Shrevesport. I think 1t iﬁg}d
be interesting for him to tell us any uessfge he has to pre-

- gent from his assoclates.

'~ Mr. Warren.

Mf. Harreﬁ: Gentleﬁen, {1 told Mr. Hallanen last p;gﬁp1that
the Building Contractors Associatlion Difbéfors“ meeting was
checking the availasbility of drilling 4o take care of any
extra drilling that might be needed. Currently, there 13
about a hundred million feet of holas being drilled, & mere
twventy per cent of cable tools, the other eighty par cent were
rotary tools. The best check on drilling toois 1s about 1850
rigs éurrently running and m&king holgg, wh;ch vas equal to
our war peak. These rigs ﬁre making #bout twenty per cent
more holes than they were dﬁring the war. There is about a
thousand idle rilgs.

30 from the standpolnt of equipment and personnel, the
arilling industry could take care of sny increase, 1f the
casing and tublng were avallable. J

. Mr. Hallanan- Thank‘you very much Mr. Warren.

M, 3“55911 B. Brown: Could yoﬁfurnish the casing 4f you

g
. |
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get the comtract?
Mr. Warren: Yes.
Mr. Hellenan: We heve just recéivéd since the noon;rga _
cess a'cony of the report o; Mr. E.A; Giipert, Chgirmanﬂ&i

the 5pecia1 Committee on Petroleum Barge Transportation;ﬂ It

‘didn“t reach us in time to be mimeographsd for distributipn,_

put in as much as it js & part of the general transportation
problen vhich we have been aeked to report upon, I think that
Mr. Gilbert“s report ghould be presented to the Council at

this time and later you will be furnished with copies of

1t for your ovn-file.

Mr. secretary, vill you resd the report?

Mr. Brown (Reading) The Report of the Commithba on
Barge Transportation.

The following report has been,prepared in compliance.,

LY

with the request of the-uational retroleum Council to maka
factual studies of the petroleunm harging position in the i
Inland Waterways east of the Rocky Mountains. ‘
gince the Petroleunm Inﬁuatry Barge Gommittée ceased f;nc-
tioning with the termination of the war, there has been no
industry organization tO'maintain statistical recOrds of:the :
Inland Watervay fleets. However, 1n the‘ﬂast'several.yéarg,
the United Statea Coast Guard has prepared annually 8 cémplete
1ist of inspected tank vessels,aa 21l vesgels esrrying inflam-

mable products;must_be inspecﬁad apnually. These lists ca&n
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belconsidered'acourata. The 1as£ 11st vas published Jufﬁﬁl,
1946 and has been used 88 the basis for this study which
has been divided into three 8reas of operdtions, as follovs:

One, the Missippl River System, 1nc1j1hing the Gulf Intra-
Coastal Canal' two, the East Coast, 1nciudipg New York State
Barge Canal, and three, the Great Lakes. |

on the Hissippi piver System, 811 tank barges operating on
the Missiesippl River System, - _ag of July 1, 19!6 heve been
tebulated on T:ble 1, according to the year built., This shows
that'they ﬁere a total of one ‘thousand three hundred dnd
fifty-three tank barges 1in operation, with total capaeity -of
nine million, nine hundred twventy thousand barrels. In order
to estimate the need of additlonal ones since July 1, 1946, a
canwas was made of & number of shipyards to determine the
number of barges completed and orders booked up to the date of
this report. The commlttee concluded that the net additions,
after allowing for retirements, exceed one million barrels of
barge captcity,,or-sonevhat more than ten per cent increase over
July 1, 1946

The survey also indicates that towlng power‘alreedy bullt
or under conatruction is keeping pace with the inoreasing barge
_tonnage. It has also been found that there 13 e marked trend
toward larger slzed barges and greater horsepower i{nto boats
which will result 1n generally larger snﬁ more efficient tows

belng operated.
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It els? appesrs that terminal facilitles heve not beep\
improved in efficiency consistent with the trend. teward'iarger“
oil tove, eome of which will carry as much as 130 000 barrels
per train. It 15 estimated that twenty per cent to thirty per
cent of round trip time 13 consumed 1nmport. In spite of ad-

ditions to the fleet, there ia a substantial shortage of barge

caﬁacitj at the present time due to the demand for ;engrhaul

'barge movements from the Gulf area, vhich started in theﬁgpm-

mer of 19#6 end has increased substantially this year. _
Deeling with the Bast Goast equipment a summary of dumb

barge and self-propelled barge equipment trading in the
Iaat Coast area amﬂ the Mew York' state Barge Canel appeers on
Table 2 herewith attached. This tahulation 18 broken dovn be-
tveee self-propelled tankera and non-self-propelled bargea_and
1ndieates the position as ofAJuii 1, 1okb, as cnmpared-vith'the
present date. |

: The number of unlts jncreased from 840 in 19&6 to 466 1n
19&7, with an 1ncrease in overall eapacity of 11 1 per cent.
!ere, too, as in the Niasiaaippi area, the trend 1is obviously
teward aubgtantially larger carrying capecity'per‘unit. 'At

the preaent time, new equipment seems to be keepipg ﬁace_vith

| prevailing demand. The general fleet appears adequate to per-

: rorm 1ndustry requirements, elthough there is 11tt1e or no

surplus in this area.

The larger, aelf—prepelled equipment is generally utllized on
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ghort coast-vlse hauls from tenker-receiving terminals to

smailei}barge distribution terminels. Although some such i
eguipment 1s employed in the Hbﬁ York State Barge Canal, the
larger dumb barge predominates in that area. Ti@r° 1s apparently
adequate toving power in ﬁhis'area, with a substgntiai portion |
of this demand being drevn from the general towing industry.
Dealing with tﬁe Great Lakes, & list of the Amerlcan Flag
tanker fleet operating on the Great Lakes as of July 1, 1046,
appears on Table 3. This list excludes the so-cailed trqnsit
equipmént vhich gemerally operates on the New Y ork Stege Barge
Canal, or & short coastwise trade, but is capable of aﬁd &t
fimes does operate on the Great Lekes. Such vessels &re included
in Teble 2. Table 3 also shows the changes that have been made
in this fleef'since July 1, 1946, or will shortly be made, 80
that aé of the preasent date the fleet cen be regarded as con-
glsting of 17 tankers, all self-propelled, having & total ecapac-
1ty of approximately 175,000 barrels. The fleet appeﬁrs to be
Qdequate for present industry requlrements, espec;ally since
frequent shortages of products and strikes at Great Lakes
Refineries this yeaf have permitted some Americen vessels to
carry cargoes for Canadian ahippera between Canadian Ports to
greater extent than 1s normal. The balence of.the report 1s

made up of statistical tables.

Mr. Hsllansn: Gentlemen, this report will be sent to you.

In the meantime, what 1s your pleasure?
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Mr. Jacobsen: I move its adopt;on.
(The motion was seconded and unanimously carried.)
Mr. Hallahan- So ordered. |
Authorization was glven for the appointment of quite a

number of speclal committees. I think these reporta which ve

have received today 1nd1cate the tremendous amount of work that

has been applied in research and in assembling the data that
have gone into the conclusions and recommendations suhmitted
%o the Council. It seems to me that it i1s a very striking

11lustration of the opportunity that has been given for serv-

1ce to the Government and in providing data and information -

vhich the Government could not get in any other way.

Perhaps the most difficult one of these assignments was |
that which ﬁaslgiven to Colonel Drake as Chairman of the
Special Committee on Military and Government Supplies. That
1s the most acute situation with vhich ve are oollod upon to
deal, I know that Colonel Dwake'and his aosociates have
spent & great deal of time and have hadimnny conferences
vith representatives of the Army and Navy as to their re-
quirements, and other Government representatives,

Colonel Drake, 1f it now suite you, I think wo would be
vory glad to have‘your report.

| Coionel Drake: Mr. Chairman and gentlemen:
Tais subject upon which T am now about to glve you &

roport is to my mind ons of greatest concern to the industry.
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In order to bring you up to date on what the committee has

endeavored to do, I will summarize it as follows::

At the last meeting of the Council, this Committee on

' Militery Requirements, as well as on the requirements of the

Bureau of Federal 3upply, vas appointed and immediately & ‘sub-

committee, consisting of Mr. H. W. Page, Chairman, Russell B.
Brown and Fayette B. Dow, went to work and held many, many con~
ferences with representatives of the United States Government,
the Bureau of Federal Supply and the Army and Navy. Wh&t they
tried to do ras to put into summarized form a stafement showing
exactly where the Gorernmﬂnt stood with regard to 1ts petroleum
requirements. |

You will recall that early in June & report was sent out
to 811 of you, vhich gave a resume of the condition existing &t
that time. I have nov a brief report to read, vhich wlll cover

‘the period from appmoximately June 2 to date, and then after.

I read this report, coples of which are nov being distributed,

T would like to discuss 1t with you in the hope that:somathing
concrete may come from it. |

Does everybody have a ¢opy of this report that has been
given out? I will not read all of it, but I will just hit the
high spots. |

In the first place I w111 say'this report.repreSents 8
supplementary report of June 2, and was prepared for the purpose

of bBringling down to date the factual informdtion, Then I go
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on to staté while there have been & number of minor revisions
such as normally occur from day to day, there have besn only
two major changes in the overall requirements estimates from
those detailed in the subcommittee report of June 2. They
are as follows: |

1. A sharp increase of 533,000 barrels per month 1n the

‘motor gasoline requirements for overseas areas with the first

arrivals in September.

2. An increase of 324,000 barréls per guarter in the

‘avistion gasoline requirement estimates, princiﬁally in the

115/1#5 grade.

With these changes, the totai‘average military and govern-
manfal requirements may be resummarized as follows: |

You see there that the revised total amounts to 349,430 
barrels é day.

An overall statistical expression of the eiact degree of
coverage of the total yearly requireﬁents at a glven t1m§ is
difficult to present because of the different methods of pro-
curement followed and the different time periods for which bids
have been formally requested. Thus the absencé of firm offers
at this tiwe for many items in the last half of the Fiscal year
would normallj be expected. With these rgservations, the fol-
lowing fequifements are at present éhdwn as uncoversd by
firm offers. This is very importent. This statement (a)

peoada:
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Military Procurement items (other than Navy Regionsl

pmocurement'of notor gasolina; distillates and residual fuels)..

According to the A-NPB statement of July 3 (corrected for

subsequent developments in motor gasoline requirements and
offefs) the following volumes are uncovered at present.

You see on th? top of page 3 that these are the uncovered
items in aviation gssoline, jet fuel, motorgasolins,.and B8O
forth. Those are all barrels per day, vhich you will see'is a
very considerabie item.

Mr. Weiss: That is Janusry and June, 1048, isn't 1%?

Colonel Drake; Yes. Then you will ﬁotice thﬁt even in
this guarter in which we are nov in, that there are substantial
items laeking, although we get into real trouble ﬁeginnihg with
October.

{b) TNavy Regional (locai)-procurement of motor gasoline,
distillates, and residusl fuel. In this case the practice is

to request bids for a six-months! period only, with the contract

dates so steggered that the expiration dates in the case of the

various continental regions do not coincide. The present status
of these requirements is as follows: It glves you the contfact
expiratibn date; requirements June 27 statement motor gasoline,
distillates, fuel; approximate percentage uncovered‘July 3
statement; indicated approximate uncovered. You wili notice
that runs dowh where the‘Regions 3, 4, 5 and 6, where the

chief trouble is, although there are some i1tems lacking even
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in those ebove, Marine deliveries, and so forth.

" Then on the next page, the Federal Bureau of Supply Pro-
curement, which is an addition of ours to the Army and Navy
requirements. According to information of July 7 from the
Bureau of Federal Supply the average filscal year 1948 posifion‘

is as follows: It shows in gasoline the situation 1s not

particularly serious. The kerosene and distillates is, Of

course 1t 1s small compered with the Army and Navy requirements.
Tt was necessary for us to put this in in order for you to get
the total pictgre,

From the above tabulations 1t is readiiy apparent that
the coverage_of the military ahd governmental requirements
i1s seriously deficient. Detalls as to the uncovered items and -
their point of delivery have been advised by'£he procﬁrement
groups to’ths oll companies operating in the areas involved

with the request that further bids be 6ffered against such

‘items. In addition, efforts have been made to remove

obstacles such as pricing bases, points.of delivéry, and pro-
ducﬁ specifications. |

T might add meetings which our commitiee he;dwith the
Army snd Navy officlals and officlals representing~the Bﬁreau
of Federal Supply, we told them perfectly frankly one of the
reasons why they hadn't been getting the bids that they needed
was that the specifications and the formé wvhich the bildders

were obliged to sign were so onerous, particularly in this
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time when there was such a tremendous demand anyhov that 1? was

something they ought to consider.'rso'that I think as a result

of that talk that the Army and Navy have now begun to reelize

the importance of ameliorating some of these specifications,
which they have now done. However, in spite of that, to date

few additional offers have been received. That is what sur-

prised our committee.

| As a result the following uncovered items are particularly
urgent and require immediate action -- this 1s the thing to my
mind 1is the most important, because 1t 1s something we face
?1gh£ now, todaj:

1. Aviation gasoline and jet fuel. While in the tabula-

tion above, most of the first half deficiency 1s shown in the

second quarter, distribution of offers received to date is
such;'gccofding to_ﬁhe Services, that there is an urgen£ need
for approximately 1,500,000 barrels of additional.aviation )
gasoline. Roughly half is requested &as grédé 115/145, but

temporarily offers of 100/130 will be accepted insofar as

possible as a substitute. That 1is importaﬁt to know.

‘Additionsl bids are required in approximstely equal
proportions in each'of.the principal areas of the country. '

In the case of Jjet fuel, partly because of distridbution problems,

. there is a present need for approximately 75,000 barrels

sdditional.

2. Motor gazoline. T think the most of this requirement
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1s for outside the country. There is an urgent need for addi-
tional offers of approximately 1,000,000 barrels of motdf
gasoline for shipment from the Gulf or East Coast as & result
of the'addéd overseas requirements mentioned above. Some five
or.six cargoes'of the total are required for shiﬁment‘in'Iuly
or August, of which at least two or three should be in July.
That shows‘how eritical this situation 1is.

There remains a requirement for 80 octane gasoline of only
60,006 barrels for the entire fiscal year. I understand the
rest of 1t is jJust the ordiﬁary house brand grade. A portion
of this 1s needed promptly and delivery will be accepted 1h
whole or in part and, 1f neéeasary; st 2 single delivery point.

3. Navy special fuel oll. The Nevy special fuel oil
requiremenﬁs on the West Coast are only approximately 50 percent
covered for the first and second quarters of the fiscal 1948.
Aﬁditional offers of 20,000 barrels daily are urgently needed.
While the East Coast overall requirements are.not as pressing,
nevertheless again due to distribution problems, additional
coverage is required. |

This 1s somothing that has been added since this was.
print;d, I merely said the Bufeau of Federal Supply 1s 1h
urgent need of additional offers of fuels in the amount of
16,000 barrels daily principally on the West Coast.

Then the summary. Whiié.as discussed above, 1t 1s not

practicable to state precisely the uncovered portion of the
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militeary and government requirements bj-periods, the abpvg

information permits approximate estimates of such uncovered

portions on an overall basis for 2ll products as follows:

Fiscal Year 1948 ‘Uncovered Portion
Pirst Quarter (July/Sept.) One-sixth
Second Qudrter (oct./Dec.) One-third

~ Second Helf (Jan./June) | Two-thirdé

T am not so much concerned with the two-thirds fpr the
second half. Undoubtedly a lot of that will be taken up.
What we are facing now in the fifst‘quarter and the second
guarter is something very serious.

The volumé uncovered in the first quarter 1s equivalen$
to apprqximately i percent of total U. S. output of petroleum
products. This uncovered volume, however, represents 1argely
aviation gasoline, motor gasoline, and Navy speclal fuel 011
all of which are urgently needed to meet military requirements.

The Chairman of thils committee has had numerous personal

.talks with some of the officlals of the-Army and Navj, and I
can't begin to describe to you how serious this situstion is.
We go out and raise & milllon dollars for public relations.

I em entirely in agreement vith the necessity for doing that,
but think of what will happen if 1t becomes necessary for the
Army and Navy to ground & lot of thelir plénes, for the Navy
to put up & lot of their boats, simplybacause the petroleum

industry fell down on the job. The advertising we would get
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would go a long way to mullify e public relations program which
we had. |

I understand froﬁ the powers that be in the Army and Navy‘
that the response which they have had from some of_the'companies
has been on the whole what mighﬁ be called fairlﬁ good. Some
of the others, it hes been very bad. I think the President of
the Council and the Chairman of this committee will endeavor to
talk to the heads of many of the oil companies as they can, to
talk about their individual situation. But 1t is necessary,
gentlemen, that the chilef executives of these companles take
hold of this problem themselves, and not leave it to marketing
vice~presidents to decide how much they are going to bid on
these Govervment contracts.

T think we all know it 1s only natural for the vice-
president to want to protect his outlets so thaﬁ no one driﬁes
up to & service station of "X" company whére he can’t get 1it,
where he can get it at "Y' company ecross the way, simply
teceuse "X" company bid on lots of this business. It seems
to mg the only wdy wve can meet this situation 1s for the
chief ‘executives of these companies, when they go back home,
take and find out just exactly how much they have ﬁid on all
these products for the various periods, and then telilthbse
marketing vice-presidents here that there has got to be &
substantisal increase in the amount that they bid over what

they have already bid for. I am satlsfied unlsss we do that
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we are just not golng to get anwwhere._ Industry 1is going“to

get a black eye, which is the last thing that any of us want.

There are some members of this subcommittee hare, I;ke
Fay Dow and Russell Brown. Page, unfortunately, :is not in the
country at the wmoment. Mr. Cogan has an able substituté~for
him.

T am just wondering if you, Mr. Brown and Mr. Dow, vwill
care. to say a word, because you have done a wonderful plece of
work in connection ﬁith thls iﬁportant matter.

Mr. Hallahan: Thank ybu,_Célonela

Mr. Brown.

Mr. Russell Browvn: I don't believe there is much I can

' gdd to what Colonel Dreke has said, except I was very greatly

interested flirst in just why we were not getting the bids for

' the Government, and aftér the firet meeting we sat down with

511 the Government agencies and went over this for two or three

days, and we had a very fine response in their attitude toward

‘our charge as to rhgidity of their procurement regulations.

T thought they weré’very difftecult and probably were stopping
their whole program. But ve did have a fine_gesponse; they
met us in every way we could ask them to do inlthat; of
course, we had some difficulty in changing of demands and
figures. Thet all worked out. On the vhole, those of us who

sre working daily with the military feel we ought to tell you

+hat we have had the very best response on thelr part in trying
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to make 1t possible for us to meet their requirements.

I should state the impression I get in going about on

SR -
Cepitol Hill where I come in contact with the legislative

branch of the Government, I can't say too much to jou about
the serious import of a fallure on our part to . do eﬁerything
within our pover. I would llke to see sometime if a system
_could be worked out so these military requirements could be
gat aside like part of your income you set ﬁside in anticlipat-
ion of taxes, set &aside so much in anticipation of militai-y
requirements so we can get those boys out of our halr, because
they have got & lot of force. 1 am sure they Are dding thq
thing that is essentizl to the Government.' A1l of us recognize
the ferce ¢f a failure to meet military requirements. I-
-hépé'that now that we have been able to get &ll of this infor-
mation available, that we will find some means of being able
to say to the Committees of Qoﬁgress vhen asked and the various
membeis of Congress, that this'thing has been done 1in our
usual good manner.

Mr. He.l'lana.n:_ Mr. Dow?

Hr.lDow: OolonellDrake, IAtﬁink there 1s very 1ittléithﬁt
. needs to be added to what Russell Brovn has said.

In addition to the contacts whigh ve have been making with
the military in connection with varlous piia.ses of this matter,
our committee’s work in part has been of & clerical néture.

We have taken a lot of detalled sheets and tried to condense
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the figures into quarterly perilods, requirements and coverage

in order to glve the membere of this committee a quick look
at v£gt the situation is. That 1s the report today. Of course,
it 1s overeimplified, neceesafily, but 1t hss the substance
of tee situation. Ifhave this feeling, - if the Army end Navy
are going to get thelr supply on a hand te mouth basis without
a reasonable assurance of supply over reasoneble periods of
time, then the oil industry can expect to face a cont inuous
process of testifying before one or more of a half dozeh‘com-
mitteee. |

Let me 1llustrate that by what happened thls morning?-
The Chairman of the Merchant Marine Committee of the House
announced if the oil industry had soc much oil to‘export, he
was going to find out‘why the Navy couldn‘t get 1ts supply
of oill. His method of doing that was to send telegrams,
first to the owners of most of the tank cars of the country.
He had them up on the stand this morning. He asked them to
tell him what tank cars were moving oil for export and what
o1l vas in those cars, and he has similar questions in store
for pipeline companieaﬂ.-Of course, that 1s a vexatious &and
uninformed way of getting at the situation, dut ve meet tﬁat
befere those committees. | |

I am inclined to thiek that the oll industry is facing an

unnecegsary continuation of unfortunate publicity in these

hearings unless this situation 1s met, and as I know it must
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be met. It 1s unthinkeble, of course, that the Navy and.,.
Army should not get all of the oil they need. We know théy
will, but to do it and give them the assurances snd do it
promptiy; is going to save us a lot of‘troﬁble in my opinion.

i wvant to add one word to what Russell Brown said about
-these military men. They have been called up before committees.
They have exercised, in my opinion, very fine restraint.'.whey'
have not eriticired the oil industry. They have stated their
situation simply and stopped without makiqg it appeér that
the milltary was being neglected. I think we o;e them a debt
on that account, &s well as the cooperation our comm;tteé-has
had. |

Mr. Russell Broun:l I subserive to that.

Colonel Drake: T might say-in connectlon with what Mr.Brown
and Mr. Dow have saild, in effect, 1t is simply this: That the
Army'and Navy hes used & great deal of restraint in this.

Wha£ they have‘done 1s to gilve the industry its chance to do
this job. If the industry doesn't do this job, I think it
doesh“t need much'imagination to lmow what 13 going to happen,

} obviously. They will.go to Congress. The‘nood of Gbngrea& is
that they will give them anything they want in the vay of
legisiatipn. They will 88y, "We will teke what we wdnt;’

they are going to get 1t anyhow." Industry has a chancé:qpv

and I hope 1t won't fall doﬁn on the job.

Mr. Holllday: Mr. Chairwman--
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Mr. Hallanan: Mr. Holllday.

Mr. Holliday: I would 1like to ask about the aviation
gaaoiine phase of this. I don't pretepd to knowv very much
about refining.' T have just been wondering whether the calling
upon individual companies %6 supply the 100'énd the 91 octane
mey not be asking those 1ﬁdiv1dua1 companies in & time of
undersupply to cut down into thelr ordinary motor gasoline re-
quirements, whereas, if we could possibly go back to something
. of the cocktail mixing, 1t might be possible for our industry
to supply & larger volume of aviatlon gasoliﬁe without cutting
dovn so much'iﬁto ordinary motbr'gasoline;

I had one of those urgent télegrams a couple of weeks ago
from the Army uaﬁting aviétion‘gasoline;"I réported to them
the information I got that we were reducing all of the 100
and 91 octane that we could that was going either to the Army
or the Nationsl Gugrd.' T know during the war our biggest con-
tribuiion, I think, to the 100 ocfaﬁe program was the product-
ion of these componenté, Butsane, codimar, alkylate. I don't
think those alkylates, for 1nstahqe, are very economical, -

" putting them into qrdinary motor gasolins:. I don't know whether -
ve coﬁldrgét clearance from the.Department of Juaticq to gp
back to making & cocktsil, but that is ﬁhe vay we got't?;ﬂ
ztremendous volume of aviation gasoline during the war.

We made a certain amount of base stock, but ve ha;

great exceSs of these components. Those components w
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shipped clear from our plant to California. Base stocks were
shipped up to our refinery clear from Texes. I just wonder 1if
tﬁere are aome refiﬁery people here that could tell us aomething
abéut that, vhether 1f ve could get clearapce for some exchange
- of these comﬁonents wilth people that have got some base stock,
whéther ve couid stimulate the aviation ﬁart by mixing a cock-
’iail to a‘certain extent.

Mr. Hallanan: Bruce Brown?

Mr. Brué_e Br,bwn: I want to talk to your point, Mr. Holll-
day. Iva,,s making some figures while Colonel Drake vas talking
'tﬁat'miéhf”bé of 1ﬁterest. I don’t intend to talk againét ybu.

_ T hed frdm thg Alr Forces yesterday thelr requirements of

100 octanes, not in percentages, but in simple barrels for

the fiscal year--not in‘localities, or anything else. I have
added them right, i think. It 1s about six miilion eight hundred
thousand barrels. That 1s about elevéh days of our wartime |
production. |

Recentiy, in connection with a meeting of Colonel Drake's
Committee, Mr. Beaufont of our Company, and Dr. Bernard, vent
over the old secret production figures in the manufacture of
100 octane; and made the best guess they could do in one after-
noon, with a general knowledge of the oll industry, of how
much that 125,000 barréls a day of the old specifications would
change 1f we eliminated the cocktell business you were talking

about that is movine the comporents arownd the country, and
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the obvious uneeonomic manufacturing we had during the war.
They reached the conclusion which they caﬁ’be very wrong, ve
vl have better figures on it when our committee gets to work,
they reached the conclusion sbout half of the wartime produot-
ion was attained and presumebly could be attained without the
interplant movements, without the operatlon of these codimer
outlay plants. "

If that 1s right, the requifements the Alr Forces have
for 100 octane, the six million_eight hundred thoueend barrels
only repreeents about twenty-eix dejs of production, 1f all
the Pacilities were run &ll out. That is & pretty smsll per
cent based on the facilities that the industry has across the
country.

Also, 1f I cen take one minute more, T had 0pportunity
yesterdey to look at the spread. That 18 where the Alr Forces
wented the gasoline, how much they wanted on the East Coast,
how much they wanted §n the interior, how muoh the Gulf Goast
how much the West Loast bizigidn't have 1t exactly by PAW
Districts. I suggested they get 1t by PAW Districts to see
how 1t looked. I was extremely surprised to £ind their locel
demand in this copntfy, vhat they want in the different sect-
ions, 1nc1ud1hg that for export, was 1ln fair balance with:the
| location of facilities to make 1t, which I had not knowo he-

fore.

Mr. Hsmon: 1T notice,Colonel Drake, that 20,000 barrels per
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day 18 fuel oill on the West Coast. It would occur to me, I

dohit‘vant to ask this, I have no stock in any oll company on
the Pacific Coast, nor am I concerned with anything about it
except this problem: The reason I quﬁlify that 1s because the
ﬁuestion of what I am going to say seems to hgvgizg ocpasional
political implication in the past. I know when I was out in
Californis recently, there were six opefatofs that were so
short of pipe that they put in a sixth of the string apilece.
That is how desperate they were to get the well cased. The
Navy'has a reserve out there, I think, shqt.down, or 1s 1t
producing at capaclity now? Do you ¥now, Mr. Ball?

Mr. Ball: It is producing about 15,000 barrels, vas the
last I knéu. . |

Mr. Hamon: 6apable of producing about 60,000 barrels.

It would seem to me in view of this materiasl shortage, per-
haps with that_much crude available for the time being, they
could open those wells up and obtain those fifteen or twenty
thousand barrels a day until thils emergency on shortage qf
materials 1s'somewhat aileviated. |

I wvas vondering,'Colonel, if that is a feasible suggéstion?
I am not trgiﬁg to get into polities about 1t, but 1£ seems to
me- 1f I haed an 01l well shut in, and needed 1t for fuel oil,

I think I couldfmake_arrangements with the refinery to chew
'”i; up%. |

Colnnal Drake: Mhat might haln that local slitw




128

Mr. Hallanen: Mr. Cogasn, you vere a member of this #dfking
subcommittee. Pérhaps you might want tb'ﬁnswer Mr. ﬁblliday's
inﬁui?y.

Mr. COgén: In connection vith aviation gasoiine?

‘Mr. Hamaﬁ: .Yes, gir. | |

Mp. Cogen: On the aviation requirements that Fr. Brown
quoted as to the Army Air Forces, that included the Nevy re-
quirements. The fact that a po¥tion of that is 115/15, greatly
aggravatéa the situation. It strikes me there vpuld be con-
siderable room fdr'ingenuity in a certaln amount of mixing of
| components.in‘assisfiﬁg in those cases where plants have peon
partially shut down, and inoperable wvulckly, and- components
from other requirements would be recelved. | |

In connection with the supplementary report juét read,1t,
of course, presents none of the detalls wvhich we ultimately
have to get ‘dovn to in connectipn with orfers, but the Eﬂhn
report, also distributed here, has a large table which gives
in detail the 1nrge‘1nd1v1cua1 production by reglons. They
‘have kept the individuai companies advised-as to specific.re-
quiremants in their own areas.

With respect to the coverage during the 1atter part of the
period, 1t 1s quite true, as has been said, 1t 1s not in the
same urgent nature of the 1mmediate coverage. On the other
hend, some orderly procedure for offering at & higher rate over

the entire period would seem very desirable from the stand-
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poin; of avolding cbnﬁtantly recurring questions of the same
nature and being in the same fix a few months from now that -
we have at present.

I think there is one other comment I would like to make
in dealing with the detalls of the requirements end the'orrera 
made. I believe the closer you come to the figures, the more
impressed you are with the critical necessity and urgent need
of prompt action.

Mr. Hi1l: Mr. Chairmasn, I can see from the legal stand-
polnt the difficulty of the historical gupplies of_thé sér—

vices getting together and undertaking to prorate this unwanted .

" pusiness. There appears to me to be perhaps a legal alterna-

tive to that, that would be a request by the services of bilds
by these historical supp;iers who have the facillties of manu-
facturing, and so on, to take caré of thi; deficlency in some
reasonable relationship to elther thelir past supply—-that 1s
something that could be initlated by the Services without bring-
ing about any collusion or collaboratioﬁQ-or alloestion of this
business which doesn't seem to be business that 1s vanfed com-
petitively. |

I would like to &sk the Colonel, if, in giving the 1ndustfy
A chance to mee£ this situation, whether or not that type of
expedlent has been resorted to by the Services?

Colonel Drake: I might say we have Colbnel Vogel end |

Captain Wilson right here representing the 3ervice. Perhaps
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they can ansver 1£lbetter than I can.
M. Hallanan: I was sbout to odll om thes.
P | vaht”to.present Colonel Vogel, (hief Executive Officer.
?(//;r the Army and Navy Petroleum Board. We would 1ike to have
you make eny observations you consider proper.
Colonel ngel; I appreciﬁte very much the opportunity te
_ appear'here%boday. |
Mr. Haliénap: I think it would be better If you came -for-
ward; |
Colonel Vogel: I might, in effect, start out with ea-
ansver to Mp. Hi1l's inquiry here. We have considered the
possibilities and discussed theipossibilities military-wise
;of furnishiﬁg gsuch a statement. The Secretary, the Under-
'Secretafies particulaflj of Hﬁr and Navy, have both heard this
particular proposition and i% 1s our feeling that if ve
militaryuservice—wise for our one percent, I believe it is,
of ‘the total requirements that we need on gasolines, would
1nst1tuﬁe'anythiﬁg of that sort, that we would for & very
small portion of the total requirements of the nstion be in
| effect. 1m§osihg a rationing on 1ndustry that we do not feel
1s necesgary: unless industry, 1tself requests such an action
be taken. |
Can I say any more on that phase? Does that clarily our
position? |

Mp. Hill: I think I understand it, Colowel, that you are
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reluctant to do that because you feel that it mighﬁ be a

thing that wbuld be unwelcome, Colonel. |

Colonel Vogel: We feel very definitely';t might be inter-
preted as a form of Governmental rationing, if you vapt to
put it that way. We feel very definitely that in@ustry,.it—
self, should do 1ts own rationing, if jou vant to put 1£'that
vay, company by company, of the requirements that we set. That
has been our viewpoint right stralght albng. ‘We have bpen
reiuctant to take any action on such a suggestiqn.

Mr. Hill: I see an alternative to your statement, though,
001opel. I don't see any need for progranm;ng it, but I
don't see any réason wvhy béing uninformed‘ébdut ﬁhis bqg%&ess,
that youflprocuremsnt officer couldnft talk to the heada éf
theae different companies separately and say how would you
.react to eighty thousand barrels, or fifty thousand barrels,
ol tﬁia or that or the other. In other words, that 1s QQF an
over-simplification of the problem. Itrloioks to me 11ke 1f
I was engaged in private business, I would meet it in that
fashion. _

Colonél'ngel- I think our negotiators have said every-
~ thing and more to the peorle on their level as to everything
they can possibly figure out. If there was any specific
thing further thet we could carry on as negotlators without
actually becoming involved in the legal aspects or in the

rationing aspects of this, T think the services vould be gled
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to knpw about them.
Mr. Wilson: Mey I comment on that? If he had been in

the refining business, I think he vould have known the things

were put up pretty straight to the company as to its obligat-

ion to take aertaiﬁ shares. I do think the industry wou;d

‘£1na 1t very Aifficult and would rightfully object to any indi-

catibn that you Qhould take three per cent of the‘aviation,
three per cent of* this, and three per cent of that.

I do think ﬁhen you ﬁake into account all oflthe pro-
curement, I think the Treasury procurement ought to coﬁe ;nto
this,'too. It is all part of Governmental requirements. While
some‘company has ten per cent of the réfining plants of the doun—;
try, it may be furnlshing only four per cent of that busi-

nessa. 'You have got to go pretty close to the top on a con-

d1tlon of that kind. You can’t do 1t on the individual pro-

ducfion. You add them up from the different sources and £ind
some company is falling far behind, I think their chief eiécu—
tive ought to know about 1t, and.I belleve he would know about
it.

The problem, though, trying to do 1t with individual pro-
duction, with so many locsl situations, 1 think would be very
difficult. _

I might edd one more thing. I think Mr. Hblliday;s sug-

gestion would help the situation greatly. I don't think that

it is particularly t?ue as to the individual componehts, vhen
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you come to 115/145--a lot of the cémpahles that could get
quite & bit of 100 octane, didn't make & drop of 115/145. They
don't have the components to go into that. That was done by
the Government putting in this c&mpensation plant, having a lot
of able,.technical men doing nothing else. I can readlly see.
wvhy the Army and Havy don't want to start such & procedure.

It may be the answer to getting a lot of 115/145, in lots of
instances where they have no codimer facilities, things of
that kind. |

I think the industry ought to work out those things by
twvo or three companies getting togather and'doing some wvar-
time exchanges. The Army and Navy would.have to bulld up &
big staff to do the kind'of job that was done 1n wartime on
that mixing.

Colonel Vogel: .If I might proceed & little further as
to the effect gf not meeting the requirements as set up by
Colonel Drake: Our motor gasoline situafion,'which was shown
as an immediate need for a million berrels for shipment pur-
poses, 'certa.i_g_l_f’between now and the first of September, is
already having its effect on our occupational forceé on the
European Continent. We have been forced to.tell them exactiy
vhat they have coming and they are starting in to cut thelr
activities to that cloth. This 1s not alone military'ponsumpt-
1on; it 1s military and civil economy that we must export over

there as & part of the policy of sceupation.
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I can urge nothing further than that motor;ghsblipeﬁhst
be purchasedland must be en route in the not too.diétéht-fut-
we. Oertalnly not before the first of September, In the
mgaﬁtime, the rationing by the occupatiohal forces has begun.
As far as avietion gasoline, the quoted figure was & :
million five hundred thousand barrels;Lébout f1fty per cent
‘100/130, sbout Fifty per cemt 115/145. The effect of that has
already been felt 1n areas within the United States where wve
are meeting almost daily to back up the remaining supplies
betwéen the Army andANavy, and to allocate to the points of
uée. |
| Tglegrams.have already béen sent out suspending all oper-
ational flyingr;not operational flying, Bué-exhibition fly-
ing and anything that is excess to traihing.» To break npl
these aviation training programs, which 1s.the next and only
elternative step we have, will certainly put us in a8 very
eritical pbsition as far as & continued pool of active trained
fliers, reserve, perticularly. |
We urge this quantity of aviatiocn gasoline is imperative.
On the Navy Special Fuel 011 side, which the figure quoted
vas some supplies'or aroundrsoo:QQOfbarréls L] mqhth deficiéncy
from noﬁ to the end.of the calendar year, ﬁery de?initeiy'the
storage position and-the opgfating position that we have vwill
force us to cﬁt gcertain training cruises and this again coﬁes

~into the category in a very eritical period where we do not feel
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that such a courqe-is justified.

The Under Secretary of the Navy and the Under Secretary of
War asked me to make perfectly clear these operational necess-
1t1§s to you and to again urge every possible céoperation wvhich
I feel certain the‘industrj can ggve and wifT“givo during this
paerticular period of time. |

| The offers, or the indicatlon of offers after the first of
the calendar year, and due primarily to the activities of
your committee and the 011 and Gas Division, Mr. Ball,‘iﬁ
his telephone calls and telegrams, have resulted in a more
hopefﬁl plcture.

Ench company, company by company, 1s thinking conscient-
iously &and accurately'on our requiréments beyond the first of
the year. I hold the same hope that Colonel Drake does for
that'ﬁeriod of time, but the immediate necesslitles I think ve
have adequately_Quoted.

Mr. Hallanan: Coionsl, would yoﬁ objéct tq any quest-
4ons? |

Colonel Vogel: TNot at all.

Mr. Hallanan: Are there any questions?

Mr. Majewski: It may be well for the Colonel to state
tﬁat'thg Army and Havy-have removed & lot of their former
buying regulations to get supply. They are not restrictive as
they used to be. It 1s now more desirable to bid on that

business than it used to be in the past.
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. The Colonel might vell tell us of that.

Colonel ngel? We have conformed as far as we can with
‘the requeéta and indications thet Colonel Drake's Committee
" have brought to us. The first item was 80 octene gasoline.

‘We cut that to & bare minimum, but ve still have & small re-
quirement for 11:; We think" theli-. can be met and the restrict-
ive clauses and so forth in the specifications, in the invi-
tations for bids have been vaived as far as they could be.

We are bound by certaln very définitelCongressional Actsnthat:
1imit just gxacﬁly how far we can go with our types of bldding.
We have stretched those as far as ve can, Wb_h#ven't gbﬁe as
far as we have been urged by certain Congressional Committees,
to request iegislation dn a change. But wé don't seém to think
thet 1s necessary and a majority of the?cbmpaniés to whom I
have talked directly have indicated that thét 1s not & princi-
pal bar against any of their bidding. |

If there are any specific polnts that yoﬁ want to tabu-
1a£e and let me have, I.would‘be happy > see if we coﬁlﬁ do
anything further along this line.

Colonel Drake: Colonel, there are no big - ypplies any-
vhere. Some people wondered if you had anything kind of on the
‘slde to dréw-on? | |

Colonel Vbéelt Our stocking position may be intergﬂting
to:you. .Internally within the United States, the'Americéﬁ

Army and the American Air Forces have not had stbrage'except'

’
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on their fields. They do not have any storage except that

that is for thelr day to day consumption. They have depended
upon industry to supply this storage, to supply the production
ﬁhrough those storages and supply the distributlon system that
got 1t to our fleld or to our post camps and statlions. That
continues except where we must now pick up the balance and actu-
ally effect some internal distribution ourselves, where ﬁe
cannot get coverage blds on those types of products.

On the Navy side of the picture, the storages that they
have available for fleet operations along the Sea Coast and in
© certaln oierseas possessions, have of necessity been depleted
in stock, primarily from a budgetary consideration trying to
meet a particular budgetery level. Under those circumstances
they were at the beginning of this f1scal year at or below what
ve conslder minimum sagety. As a consequence, Qe'are forced
in the present tight suﬁply situation to request industry to
assist us in rebullding ﬁhat-we consider the minimum operat-
1ﬁg reserves for the Navy.

Mr. Wilson: Regarding biddlng restrictions and 4iffi-.
cultles, the last request for bids I happened to see on aviat-
ijon gasoline, vhich was a month ago, contalned those.provisions
that the price must not be in excess of that which you are
charging under ybur contract for like materials to others.

It is probably no secrét that the oil industry has some

0ld contracts for their lines that it wishes they didntt have,
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made at & time vhen. there was some sﬁrplus and made possibie
vith certain of their stocks that they could make aviation for
very cheaply.

'0f course, the only additionsl aviation that could be made

‘today 1s stuff that has got to be made at very much greater

expehse. Has that fequiremant been modifiéd or nbt, Coloﬁ§1
Vogel? | "

Colonel Vogel: The reguirsment, itself, is stlll on the
statute books, but it ties I1n with the other point of the
question vhere we have been requested to give & letter 1n
effect sayling, "Furnish ug vhat you 4id in 1936 or 1935,
or 1938,'yhen Ve were buying aviation gaesoline before." That
is the only basis ve wauldrhave to go back to. But 1t cer-
teinly has been no baf'against us éccepf;ng a bid price as
set up. o '

In other words, even in spite §f that restriction, we have

been acceptiﬁg bids at the price offered.
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Mr. Hellanan: Are there any other questions, gent;emzz?

Colonel Vogel: ' If you have any compunction about thﬁﬁ
partisular specification, dontt let us stop you from bidding.
Prease bid. | o

Mr. thléﬁan: Thank you very much, Colonel.

Mr. Holliday: I would like to broach another question
for Russell Brown to dlscuss. I can't help thinking,,at least
As far as aviation gasoline is concerned, I think 1t goes
to the other products, our difficulty is that we are & v§ry
keenly competitive 1ﬁdustry and we don't havé the opportunlty
as we aid in the War to pool our resources to hélp the_Goyern—
ment. Bruce Brown 1s not Q;fe, 13 he? You can anéwer me,
then. Some companies have more catalytic cracking capsacity
than others. I suspect, Colonel, that é lot of this 1s your
fefinery boys rafher than your sales people that will tell
you they can only ﬁake,so much aviation gasoline. VWhat they
mean by that‘is that they make more when they can't produce
motor gasoline of competitive octane value. And 1t lan't
reasonable to‘ggk one partlcular compeny to be more patriotic
than somebody;éise and step out of the compensation on the
quality base. |

The figures that Bruce Brown gave of our aviation gasoline
production were in & time vhen we were furnishing the civil-
lans & perfectly lousy quality of motor gesoline. I can't
help thinking that there is & locaiiﬁed octane condition, for
instance, that makes it more difficult for refineriss in




L we

certain competitive areas to increase thelr production of
100 octane. I can“t help feeling, too, th&t 1f wve vere able to
exchange components and do & 11ttle cocktail mixing, we might
he able to produce more avietion gaeolinelwithout undue sacri-
fice'to any particular company. |

Mr. H311enen: Maj‘I_call upon Geptein Wilson of the Army-
Navy Petroleum Board no#ﬂto supplement snything ihich Colonel
Vogel might have said; )

Gaptain Wilson. o

Ceptain Wilson: There are tvo or three points that came
to my mind while Colonel ngel was aspeaking and some of the
men vho preceded him. I think I might take them up in some-
_whet the relative importanceizhioh they appear to me.

in regard to these requests which have been made fre-l
quently for changes in contractual and purchase methods on the
: part of Government I would like to leave this one thought
wvith you. u | |

They have modified those to some extent, I might say;‘
without significant results. But be awfully sure 1n your ovn

1nds as Americen citlzens, not &s sellers of very 1mportent

produots now, that what you are edvoceting is the way thet
you as an Amerlican citizen would like to see public contracts
and public money handled. - | o

This relaxation of the strictness under vhioh ve operate,

{ think, is very definltely tied in with that.
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As regards changes in specifications, I think as industrial-

Pists, Aﬁefiqan industrislists, you are all vefy proud of the
eqﬁipmént the Armed Forces had durigg the War and have now,

fhelfact’that we prcﬁably are the best equipped Armed Forces

.”in the world and in the foreseeable future. Don't put-8s in
the position.of being forced to operate that most exceiléﬁf

‘MT equipment on second grade fuels or lubricants.
As to the Naval Fuel Oii reserves wvhich came up a while ago
and.purely aside from any_poiitical discussion on it, I think
.thq present situation which 1a, vyou might say a pseudo-emer-
gency, 1llustrates completely why those reserves are locked 1n.
If we were faced with a real nationa;'emefgency, that would be
the time to break them up and not fette;_ﬁﬁeﬁ\&way_in every
11ttle temporary emergency which comes AIOng.

As result of the end of the war, you have‘heard a lot
about demobilization and cutbacks, and cutbacks.and cutbacks.
It 1s perfectly obvious it 'ts the will of Cohgress and the
American people that the“military‘forcés left in being be at a
pretty low 1evel.actua11j‘as to size and personnel, & lower
level than the senior commanders of edgh'of the'threé Services
have publicly ann6unced that the& vere willing to accept in
view of world conditions as they &ré. Neverthelesas, that has
been the prevailing thought in Congress and has been univer-
sally accepted in and out of the service, but accepted oqlf

on the basia that what forces are left for us to desl with are
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kept 1nstant1y and constantly in readiness to meet an emergency.
Anything less than that, you are Jjust waving in the breeze. It
doesn't amount to a row of beans. If you have got rive ships
that are.ready, one squedfqn of aireraft that ere ready,‘it ie
better than'having five hundred of either'cetegory grounded.
| The grevity of this situation that confronts us is iomed-
jate. It 1s around our neeks right now. We are_below,'en the
Navy side, and.I am conﬁineed also on the Air and Ground side,
- a minimum acceptable level of fuel supplies. To;orrow,'hext
wveek, 1in August in September, and for the foreseeable future.
There are two;vaye ‘to correct that, One of them is to
get more supplles 1nla“he11 of a hurry. The other one 1s to
cut back on operations until the meager supplies that areJin._
sight catech up with us., 'The'minute ve cut back on Opefaﬁions,
ve lose an 1mmeasurab1e amount in the matter of training, which
is just as important to keep this force in readiness as 1t is
dLrthe average magazines w&th ammunition or the bunkers filled
ewith fuel. |

The obvious alternatiee which 1s the most acceptable from
every point of view, 15 toegetfmbre suppliee. If ve can"t do
that, we'have got to take the only other alternative 1eft;
.The 1mplication is pretty clear;if that happens, by no stretch
of the 1magination v111 the Army Air Forces or Nevy be ready
for any kind of national emergencya |

So if that 1s permitted to happen, you can &ll go home and
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relax and say, "Well, we are like Switzerland. We couldn't

- defend ourselves 1f we had to." I think the implicatlons are

pretty crystal clear as to vhere that 'will land,in the event
that does happen.

I vould like to emphasize agalin, this is not gome future
emergency;ve have been talking about this subject since Jenu-
ary. I stood‘up here 1n April at the meeting and gave you &
full compilation of our requirements at that tine. I told you
then 1t had th: appearance somewhat of being & brush-ofr.
Gentlemen, %t st111 has the appearence of being &a brush-off,
but what I would like to emphasize with you is that we are really
gambling in blue chips.

Thank you.

Mr. Hallanan: Captain, would you object to any questions?

Captain Wilson: No.

Mr, Mattel: One of the gentlemen here made the suggestion
about the Navy Petroleum reserve was slowed down partially in
California. I am fully avare of the whole thing. Has énﬁ
dtfempt of the Navy been made with respect to opening & suf-
ficient amount of o0ill in that reserve to assist in taking care
of the West Coast reduirements?

Captain'ﬁilson{ N@, 1t has not.

Mp, Mattel: Don't you think it vould be worthwhile to
talk to the Secretgry about 1t?

Captain Wilson: Frankly, I don’t think so. It 1s com-
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pletely opposipe to the basic polliecy or‘those Navy-reservgg,
vhich 1s for a real national‘emsrgenéy. o

Mr. Matteli: I happen to have lived vith the Naval reserve
and know something aboutlit. Whatever the policy may be, I think
1t 1s time in this éitﬁation—to temporarily modify that poli-
cy. It is my understandihg‘you would have to go to the Con-
gressional Committees. | -

Captain Wilson: That 1s correct.

M. Mattel: To get temporary relief. I think that vellef
could be granted, 1if temporary relief vefe gpplied for.

Captein Wilson: Of course, you éet a précedent then that
will make 1t so much easier to accomplish it the next time,
that 1s all.

Mr, Mattei; I doubt that.

.-Mr;-Hgilangnjn{  Are ‘there any other questions?

(‘N'o respoﬁse.) |

Mr. Hal}anan: 'Thank you very much.

Nir. Majewski .. Mr. Chairman?

Mr. Hallanan: ‘Mr. Mo jewski.

Mr. Ma jewski: There are several plants beiﬁk offered‘for
sale by the Government. One sold had a 29;000 bﬁrrel caﬁacity.
It is in a location where there is crude oll and transportation
facilities. Why couldn't that be put to work to make Navy
Special and make avi&tion gasoline for the military force;?

There 1s another one at Duncan, Oklahoma. Crude oil is avail-
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ahle and the transportation is avallable to operate that °
plant. It seems to me 11ke that ought to be developed before
you go to cocktail mixing ~Are there any other such plants
being offered for sale at low prices?

I come to the resl subject in mind. YSu know in thig-bil
business there 1s a little selfishneas 1eft, not too much but
a little bit, whers in an area of sc&rcity l1ike the middle
wvest, a dozen companies following the lead of a 1argp company

there, announcéivhat theyiére goling to do vith their customers

They said that they were go_ng to do so and thus. They vouldn'
give them any more than they gave them for the same montha

last year, but there are some twenty-elight other éompaniéé

" who have been silent and sald nothing, leaving the implicat-

ion that they have got everything in the world to sell and
they failed them, and you know demn well they haven't lf
seems to me that if every company had & little courage, aﬁh the
blamé.will fall in your lap, as was amply éhown by thgse mili-
tery people and Colonel Drake, it seems td\ms 1f‘you will cut
back a 1little bit in your anxiety to develbp your commerdial
end dealer business, that you could take care of the Haiy. Big
and 1little people can help take care o} thé Havy_an& the.ﬁlli-
tary forces. | |
There vere & lot of people before the War who thought that

was the best business in the world to the extent that they

.cut“pricea two and three cents a gallon toc the Nevy and mili-
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tary fofces. They thought 1t was so good that they gave 1t
awvay to the military forces. I notice some of those peop1§
aren't bidding todey. What 1s the difference? ' I wonder what
changed their ﬁinds? * Have they lost their affection for the
Army and Nevy business? T think they ought to take that Army
and Navy business 1in the proportion they took it before the
‘War when it was a desirable business, at & hell of a low price,
which some of the 1ndependents bemoaned constantly. 1 think
rwe have been studying this since January. To refer 1t back ‘
to the Navy is & lot of hocum. The respoﬁsibility is thia
industry’s. And ir necessary, you know how to cut back volﬁn—
tarily, your other business, in order to take care of this.

I think ve ought to quit w&sting time, Colonel, gpd go to

the nut cr#cking, if you pleﬁse, 1ike ﬁhey do with these

scfew machiﬁes, and begin cutting nuts and givtﬂg the Navy what
théy require.

They have removed the reﬁtrictions that were so obnoxious
to some bldders, and we ought to say to the peﬁplé who thought
it was good bﬁsiness in 1938, 1939 and 1940, why_don?t you
bid on yoﬁr share of that business? Some of them aren*t.in
this room today, but if the vhole industry is going to go 1
dovn in the opiﬁion of people of the United States, we ought to
talk to those guys that aren"t here today, or even who are
here today,!who are refusing o U&u: >n thils very essentisl

business. T thinL we OUght to quit talking about it and start
) /,. Lt -
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nutcutting.

As an indusfry, stand up. Do wvhat we are supposed to do.
Everybody. Nuts, I am talking sbout, vhich is the screv &nd
bolt operation.

Mr. Hallanpan: Mr. Holmaﬁ?

Mr. Holman: I think we are certalnly éll very impressed
with this very thorough study Colomel Drake and his committee
have made, It has also beén impressed by the remarks‘of the
Colonel end Professor Brown, and Fay Dow, have made. Certainly,
1t has been the obligation of industry to meet this responsi-
bility. I think_ the industry will and should do it. I think
that every company should do their best to forecast the re-
quirements of the Army and Navy. We have been a traaitional
supplier of Armed Forces. It 1s business that we wanted one
time and 1t 1is buSiﬂ@ss wve wvant today. We have continuously
tried to set aside far in advance of bids what we thought they
might need_,.I think it is up to eveﬁybody to be sure they supply
wvhat they‘%hink jt 1s their responsibility to supply in this
time. I gértainiy vent everybody to know our company is
going to do 1it. \‘

Mr. Hallanan: M-, Bsll, I lmow you have been very close to
this situation every day. It has bean a_problem that has been
very seriously befors you. Perhaps you would want to reﬁiew
or add éomething to what Colomel Drake's report has brought

to the Committee.
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Mr. Ball: Mr. Chairman, I dontt know that this Council

will ever have anything more serious before it, than this thing

_,m-—\_h-vix- s i £ 7 T R

AP T

that 1s before 1t right now. We feel that way and have for
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sometime. This 1sn't a thing that has come on us suddenly.

As Gaptain Wilson sald a few minutes ago, 1t has been
taiked about by this Counéil since January. It was up before
this Council at its April meeting. .HEre wve come to the July
meéting and the Services are still short. I am not a refiner.
I am not é marketer. At the present moment, I am not in the
o1l business. I wish I were, but 1t seems to me that thils
is something that the industry has simply got to do. iIt isn't
just the public relations thing I am thinking aboué, elther.
It caﬁgo a lot farther thén that. This industry can wipe
out most of the value of that million dollar public relat-
ions program 1in which I so thoroughly belleve, by falling to
meet this requirement of the Unlted States Government and
meet 1t in full. Ve are a pretty good cross section of the
American public right here 1n this room &t this moment. There
1sn't a one of us vho doesnit feel apprehensive less we my
_have a military emergency, 1n the near future. There isnft
& one of us who would want to say with positiveness that ve
are not golng to be in a military emergeoncy within a comparsa-
tively short time; feeling that way, as I am sure ve v11 do, and
just forgetting the moment that we are in the olil industry,

what would we think 1f it were brought out before & Commlttee
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of Congress or otherwise, that in this situatioﬁ where wccmaw
meet an emergoncy within weeks, at moct-mcnths, for all ve
know, the oll industry had failed to supply our Arﬁed Fofces
ﬁ&th:tho petroleum products that are neceasary to meet that
emeprgency 1f it comes. |

You know how every one of you would resct if you vere not
1n the 011l business and you heard that vas the case. Do you
think the Members of Congress are any different 1n thelr re-
action than any one of us would be under those circumstances?
And do you think that if the Members of Congress became convinced
one of these days that the Industry is not going to suppli the
Armed Forces with thelr 1mmediate necessities of petroleum
products, that the Congress is not goling to pass some kiﬁd of
legislation by which supplies will be allocated :to the Armed
- Porces? And do you think that if that happens, ve are golng to
stop ﬁhere and not get further Government controls and fur-
ther allocations? This can go & long, long waﬁs, gentlemen.
It is & serious matter for the oll 1nductry.A |

As Russell Brown has sald, and &s Fay Dow has sald, as
Colonel Drake has said, these men who have the rcsponsibiiity
1n the Armed Forces for getting these supplies, have shown what
T think is remarkable restraint in refraining from public
criticism ag long &s they have, because after all this has -
been before us for quite sometime. They have gone before

Committees of Congress vhere they were put under pressure
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Not only were they gilven every opportunity, but put under press-

ure to say that the industry had fallen down on its job. They
have refrained from saying it, but those men are under a ter-
rifie responsibilitj. These men who have spoken to you today,
and their assoclates. Andhthey have played ball with you by
not taking a eritical attittde vhere it would hurt. Now we
can't fall dovn on them. 'ﬁe can't fall down on the Armed
Forces of the Unlted States, and it isn't that we don't all
pretty well know what tge situation 1s--as I say, it has been
before us for months nov.

I hope the day isn'f gping to-come vhen anybody will haye
‘to say you should. I certainly hope the day 1s not golng to
" come when anybody will be in position to say you must take
sormuch, you must take so much, and y u must take so much. I
hope'the day isnt going to come when anybddy in the Government
1s going to say you should take so much and you shbuld take
so much, and you should take so mueh. I don't belleve, gentlé-
men, that there is anybody in the Government wise enough to
say how much anybody should take. .

On the last three days, I have talked on the telephone with
.the head of virtuslly évery gﬁod-sized suppiying company 1in
. the United States, and I have sald I have no figures before
me as to how much you have takeh. I certainly have no flgure

before me as to how much you should take. I certainly would

not feel competent to knov or try to judge how mich you should
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take. I certalnly would not feel competent to know or to try

to judge how much you should take. The only appeal I can
make to*you is that you re-examine your situation and teke just
as much of this s you possibly can, because the situation is
not being met and someway or other 1t must be met. |

There 1sn't much more that wve can do in the Government.
I don't think that the Goverﬁment can or should reinstitute &
étaff that will allogateﬁcomponents from one plant to another.
If we can help any by adyising somebody that somebody else
has some codimer and sopebody else has some alkylate, we will
be glad to be of use. JI Hope the dey doesn't come when Cong-
ress calls on us or anybody else to set up the staff that

alkylate

will be required to allocate,from one plant to another, or
codimer from onme plant to another, or base stock from one
plant to another. It would mean the reinstitution of the
Refining Division that we had in PAW days, and nobody wants
that.

But somehow, gentlemen, out of the wisdom that sits around
this teble, this thing has got to be met.

Mr. Skelly: May I ask a question?

Mr. Hallanen: Mr. Skelly.

Mr. Skelly: I wonder if the o1l is being purchased in
East Texas and Gulf Coast by . brokers, also in California?

To go to foreign countries? If that was eliminated, wouldn't

thet beo 2 gmrll fector in relioving thile situation?




=, .

152
Mr. Bell: It would be & little factor, not & very large

factor.

Mr. Skeily: This matter of exports, you know, is getting

1ots of serutiny right now, because this wasn't for the bene-

f1t of the Armed Forces, that this wvas undeftaken. It was

for the benefit of the civilian population., When 1t became

'clear the situation wss going to be so tight. and increasingly

: tight export controls were reinstituted. BSo that from here

out gentlemen, the gentleman from the Department of Commerce
can speak to this better than I can, from here out exporte
are golng to be screened. But that doesn't mean that they

can be cut off. A very large part of the e;ports are essen-
‘tial, I mean we have got to keep the reconstruction of Europe.

going. Otherwise, 1t 1s going to mean & lot in money'and men

_pefore we are through. But exports will be screened. So far

‘ag they can, they will be reduced. That will save some prod-

ucts, but the total exports don't amount to a great deal.

What does it amount to? The total exports amount to but one~

" eighth of ome per cent. Walt & minute--that is the Russian

figure.‘ The totsl exports amount to sbout eight per cent of

the total American demands. That can't be cui qn avful |

Mr. Ball: It can be cut some, but it can’t be cut an
awful lot without doing injury to the things that we as the
United States sre commltted to and are very,much 1nvolved in

seeing done, the rehabilitation.
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Mr. Wilson: I wonder if you could answer one queétigi
being assked quite generally. Is the quality of the oil going
to RuSsié, on vhich the Government approved three cargoes, of
a nature that would meet the Navy requirements on the Pacific
Coast?

Mr. Ball: The Government has approﬁed three cargoes, Bob.
Three cargoés salled before the controls vere_reins%ituted,
Mr. Wilson.

Mr. Wilson: No, it was in the paper this morning that
the Commerce Departmentlapproved three cargoes over protest,
that 1t vas vital to Russia. |

Mr. Ball: Mr. Muja of the Department of Commerce nods
his head and ssys that 1s correct. I don't know wvhat tﬁose
particular cargoes &re, do you? |

'Mr. Mays: Diesel and fuel oil, PS-200 and PS-400. I
know 1t is reprocessed oll, according to Colonel Vogel anﬁ
Captain Wilson.

Mr. Bull: Let me get that clear. I vould like ﬁo know

1t. Were those products that went on those three cargoes;

. products you could have used, or could not?

N
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Captain Wilson: Could not have used.
Mr. Blaustegn: You didn't tell us the reaction you got
Ki .

from the heads of the oil companies you called; 1if you made

‘to them over the telephone as fervent a plea as you have

made tadoay, fnd tha ethers have, 1f you Atdn't get optimistie
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reaction, I wonder 1f you don't have to have some sort of

a plan? It 13 all right to make jthese fervent pleaa. That

has been done since Jannary. Doesn't some plan have to be

evolved? 1 don't know ﬁhether from Governmant to tire individ-
.!!ual through this group, just to talk abDLt a situation seems

to me gets nowhere unless you feel the kind qf plea you made

to the heads of‘these oll companies over the telephone will

bring some favorable action.
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Mr, Ball: Mdr, Blsustein, you ﬁere one of those to whom
1 made the plea; no, I didn't taik to you.

e, BléUSteiﬁ: ‘th personally.

Mr. Russell Brown: I heard you on one, I didn't testi-
fy, I d4idn't know who 1t was you were talklng to,

.. Ball: I mede this same type of plea, I don't know
. whether I pade 1t as foroeful;y, I waan't a8 wrought up
abo:t the sltuation as I came to be at the end of the thing.
With one or two exceptions who could very definltely say
there was nothing they ocould do as they didn't have the fa-
cilitles for meeting any of these requirements, with those
one or two exceptions, every man with whom I talked sald,
yes, 1 agree with you, the sltuatlon 1s serious, we wlll re;
exgPlne our position, we will.see if there isn't more that
we can do, 1f there l1s anything more we cen do, we willdo
it, |

But most of those calls were made on the pnone,-and I
don't believe the Army and Navy Petroleum Board have had
anything to awmount to anythlng as a result thereof;

ir. Blaustein: What's wrong with some group, I don't
Know again‘whether it 1s the Navy, thls group, or you, gliv-
1ng,some'1nd1cation of exactly what might be expected? In
other words, Mr. Company, you supplled so chh‘before the
Wer, can't you supply that much now?

The dlfficulty is when you deal with mattapa of this
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sort generally and don't get speclfic‘wlth then, as'much as
we want to gét‘éway from speclflcs, apparently we get no
action, Ien't it proper %o set up some sort of pattern that
pévhaps these different companies might be inclined to follow?

I know we-dbn't went to do 1%t. App:rently we are getilng
no action by belng genersl in the situation. I think 1t is
a serlous situatlon. |

Mr. Ball: I would say that only 8e a very, very last
resort should the Goﬁernment attempt or anyone in Government
attenpt tb get up a pattern, qu, if this Commlttee, if Col-
onel Dr.ke's Committee, with the information they have got,
and of course what you have here 1s merely a su-mary of the
information tpey have, if that Gommltfae, with the informa-
tion they have, can in individual conversations with the
heads of companies say, this 18 what we think the glruation
is, I think it will get some resultis.

ar. Blaustein: Aren't we at the point where we really
have to do that now?

Wr. Ball: I think ﬁe res1ly have to do that now,

Jp. dattel: How about including the Arpy and Navy pur-
chaslng agents?

.1r. Ball: That 1s 1in the hands of Cungress now,

ur. Hallanan: Are there any other remarks? Whnat 1s
yoﬁr pleasure about the ﬁeporf of the Speclal Commlttee on

M1litary and Government Reguirements?
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Mr, Wiege: Mr, Chalrman, in the matter of allocation,

1t seems pre-war there wag pradtically no productidn of 100-
cctane gasoiine, and at fhe peak of the war practiosily
500,000 barrels a day in this country, I think we should

get above that, I think parnaps the Golohel snould Lean over
backwards to try to find 1t ;it.may be Golonel Drake's Com~-
mlttee or Mr. Brown's Gommitteé,,or some one famili&r with

1t, should know, whetner you put 1t by-tonnage, by prodﬁctlon,
or by locationq | | | o |

0Of course, the ﬁavy depands hééﬁy fuel. -fﬁe fuél ﬁémand
he.8 1ncreésad enormﬁuslf relatiié té otner.fuel reqﬁlfeménts,
The Fleet was 1ncreased encroously through the War, now 1t has
bean retlred.l Just The gama 1t s=ems to nme the pre-war per-
cantages performance wouldn't yield a sstisfactorylndex they
want{ to assesg themselves.

You have got to go beyond that, I think these Comnittees
in an!nformgl way might to something to help the industry. I
BUpPpOES theythave actually done that, Cclonel?

Colonel Drake: Mr, Chalrpan, I will aay,'s§ far as this
Committee is concerned, it 18 willing to do anything 1t can 4o
properly and legally. I know from talks I have had with the
Chzirmpan of the Gouncil he is willing to de the same tning

But even tnough the Chalrmanand tne Gommittee are will-
ing to dc that, then unless the men who Were here go back

with the frame of mind where they ae willing to instruct
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thelr people wnen.this demand comes that they must find sone
-way to do i¢t, then if necessary to allocate 1n fheir own wWay
the'reét of their supplies in thelr regular business, unless
those of us who are here can go back in that frame of mlnd,
I don't eee‘how we are going to be any better off than we
have been, |

As far as I am ooncerned, in my own company, I have
talked with our refining people, our markqting people, all
that they assured me was thet they made all the blds tnatr
they could. I am willing to stand up here and say, I am
- going beck to themr, I an golng to-fell them they.ha#e got
to do move tnaﬁ'tney d1d do and do 1t in a substantlal sort
of way, regardless of what happens to our regular business,
Ifr everybody-eise hera wili go bhack the same way, we &are
going.tn get somewhere,

(Applaﬁsé. )

yr. Hgllanan: In other words, Celonel, treat it as aﬁ_
emergéﬁéy g1 tuation now. |

In conneétionwith this same matter, Mr. Gannon of the
Federal Bufeau of Supplies is here, and I think he might
‘#lve us the plcture about other Government requirements,
aside from the Army and Navy,

Mr. Gannon: I am sorrj I was not prepared to bring any
figures with me, I came on two minutes' notice. It 1ia true

we are very, very far behind in our Pequlrementé. But I am
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also convinced that since the firat meeting I attended here

there has heen & change of heart in some of the major com-
panies 1n regard to bldding on our contracts,

There were 81X majors who had stopped bidding, Three
have come back into the fold and have assured me that here-
after they have been 1nstrucﬁed to bid on whatever they were
in the hablt of taking care of before.

Another major company sald that the order had oome out
from the top-slde to all)of thelr afflliated companies to
continue to bid as they had in the past.

Another ﬁajor company who had bid very liberally ocame
back and offered us sone additloﬁal requirenents,

I am very hopeful, so far as the Federal supply purchas-
ing 18 concerned, Of course, we buy for the War Department,
pn-éhoré. That, of course, wouldn't be consldered military
buying. We have a great many veterans hospltals, That 1ls
very essentlal, I feel very hopeful.

Mr. Hellanan: Thuat 1s very encouraglng, Mr, Gannon,

The. question 1s upon the adoption of the report of the
Committee, Are you ready for the questiﬁn?‘

Mr., Hardéy: I move the adoptlon of the report.

( The motion wﬁs seconded and unanlmﬁusly qarriéd.)

Mz, Hailanan:. It 18 so ordered;

Coionel Drake, you wlll underatand fnls Commlttee 18 not-

being discharged, It is belng continued,
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Colonel Drake: I didn't know that.
MY, Hal;anan: Major Hardey, are you ready to present
your report? - | |

Mr. Hardey: Mr. Chairman, to éatisfy those who wanted
to put some vim end oowph in the report to the Compittee on
Crude Availabillty, I would like to offer at this tlme the
report amended ag follows:

On page 2, an 1lnsert No. 1, at the end of the first
puragraph, as follows:

WIf oczslng and line plpe were obtalnable, 1t 18 the
opinion of the Commlities that suﬁétantial gquantities of oll
" would have been aﬁailable. The producing branch of‘tne.in-
dustry hés hed to search for plpe with as muoh vigor as 1t
normally uses 1n locking for new oll pools.”

On the same page, at the end of paragraph 2, insert No.

"We call attentlion to the fact that desplte all diffi-
culties,‘the industry is now produclng more 611 than 1t ever
has, " |

On page 3, at the end of parégraph 2, 1insert No. 3, ﬁo
fead as follows:

Pnis additional crude 1s unavallable due to the lack of
transportation elther by rail or pipe line. ‘As soon as the
tubular sLeel becomes avallable, plpe—ilne capaoity‘will be

bullt, a: definite projects are authorized and are only held
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up because of the shortage of steel."

Mr, H11l: You mean line pipe 1nstead of tubular pipe. ‘
theras, donitryou?

Mr, Herdey: "As soon as the tubular steel becomes
-available, the pipe-line capaclty'--well, ‘I guess that should
be changed %o line pipe, Tubvlar steel 1s line plpe, isn't
it? "As soon as line pipe"--we willl change thuat to line

plpe. |

On page 4, an insert 1in the'paragrapn between the two
;tabulatlons there, on the 2nd and last line, insert No, 4
should read as follows:

"The shortage of materiasls 1e also délaying congtruction
and completlon of many projects that add to the supply of
these products,®

That 1s talking about liguld petroleum produots,

On page 5, beginning of the 5th line, the word started
1s eliminated, and substituted therefor 1s drilled 1in place
of the word started, _

Iomediately after the word started on line 5, insert
Nd. 6, which should read:

"Due to steel shortége pany prbven locaflons pust be
poqtboneﬁ until the sﬁpply 1s avatlable, "

' Bepinning of line 7, the word immediately 1s eliminated

entirely.

At the end of the first paragrash on page 5, insert
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nihe oil producers, both large and small, are doing &
mégn;flcent job 1n the face of these difficultles, buu pro-
‘duction availabllity inevitably suffersd as the result of
trhese shortages." |

That 18 the oomph and sex appeal suggested; I offer
-the inserts as amendments to the report of the Commlttaé.
and submlt it for approval.

Mr. Majewskli: I move that the report be adopted.

4P, Mattel: Mr, Gnairman,'inaamuch-as we are dlscussing
the snortagea.of 01l and problems affeoting the lnorease in
production and refining capaclty, I think this Councll_ougnt
to come to the realizatlon now, and especlally the Arny and
Navy and other Départments here, as to what the recent Supreme
Court decision in the Tidelands Case holds forth for us in
Galifornia. There is a produotion of between 55,000 and
60,000 barrels a day in California on the tidelands. Some
of 1%t 15 in the open sea. About 60 percent of it is in in-
lénd waters, that may be detérmined &8 inland waters or hay
~not be,

That inland water arwa is Long Beach Harbor, that par~
ticuler area in the Wilmington olil fleld. That area today
18 producing about 60 percent of the oll produced in the
tidelands of Callfornia,

There are dlscusslons going on now between the Interior:
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Department, the Department of Justice, and repregentatives of

the State of calirornia with respect to keepig that produc~
tion golng.

The operators on the tidelands in Callfornla are now
operating on property to which they have na title, and we
don't know who the title helongs f%o. \

Inasmuch as the Court declglion has éet for a final de-
cree to bLe entered on the 15th of September, 1t is absolutely
essential that the Interior Department and Department of Jus-
"tice and the State of California get together immediately,
which they are dolng, but to make an immedlate declsion with
respect to certaln stipulatlions that are nboéssary in order
to keep that production golng.

There 1s no desire on'the part of ahy of the operatorﬁx
to shut thelr production down, but uﬁléss én errangevent can
be worked out with the Government agenciles 1nvo1§sé and the
officlals in the State of Califprnia, we face a situation
where not only may a part of thaﬁ production be shut down,
~ but 1in addltlon there.are sbout 150 to 175 wells contemplated
~for drilling 1mmedlately that will not be ddlled, -
| Those welle are better than average size wells and willl
produce from 15,000 to_50,000 barrels a day when they are
cdmpletad; _

‘It‘would be a pretty tragic thing, 1in py 0p1nion, if by

action of the Governnent agenciesa that an lmmedlate arraﬁge-
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ment were not made so that that productlon could be kept
zoing, To me 1t 1is one of the most serlous things we fade
in California, because if by improper or ill advioce, the
Goverhment doeen't move on thls fhing to settle the thlng
insofar as they can, at least temporarily, we are going to
be faced with a much ﬁore serlous situation in Californila
than we now have, |

The Cjty of Long Beach owned the lands or did, or thought
they did, 1in the Harbor.afea, thet thé Supreme Court were.
told by the Department of Juatica was not consldered in thls
case, beczuse 1%t was a Harbor or Bay, All that we ask is
that the Department of Justioce and the Interior Department
consider that a Bay or Hurbor or inl:nd water or however they
want to term_lt, sq'tna City of Long Beach can go ahead with
1ts develnpment prograp, |

Mr.=Hallanan: Mr.‘Mattei, I had the‘imﬁreagion you were
propoalng to speak tq the motlon of tneradoption of this
_rgpﬁrt of the Committee on Crude Production. |
ir, Mattei: I thought 1t had been adopted.
MP, Hailanaﬂ: There i1s a motion pendilng,
er. Kattel: I am sorry.
:(The motlon was ageconded and unanlmously ocarried,)
Mr, ﬁallanan: It 18 so ordered. .
In connection with the repqrt of the Materials Supply

Commlttee, the Parson'e repori, which wag before us this
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morning for disoussion, there was some question as to scme
of the recommendations contained in that report, Mr. McIntyre
of the Department of Commerde, as I understand 1it, 1is here |
now, and we would like to have any observatlons, Mr, MeIntyre,
that you would cere to make in connedtion with this matter.

Mp, McIntyre: I thank yow, Mr, Chairman. Thereﬂ;ré a

f ew points in connection with the report on which I think
gome comment m%ght be helpful, by wey of indicating what
geems to us th%’ourrent situation, and by way of trying to
clarlfylsome posalbleée misconceptlionsa of thé operation of

Export Control.

in the first place, the Export control legislation was

-

due to explre on Juné 30, was extended until July 18, and

PR

18 now on the floor of both Houses, having been reported out

for another eight months extenslon by hoth Houses of the_

Congreeg.....

It is clear,ltherefore, thet any remark I may make about
the continuation of Export Controls is subject to the enaoi-
ment by both Houses of the confersnce report presented to
each house, .

Perhaps I should say first that.the'primary developnent
in Export Control today 1s an attack upen our adminigtration
of Export Control because we have not been aufficiéntly ga-
vere, because we have not oontolled enough things, because

we have let too much go out of the country.
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The temper of Gongraasris clear in that regard, The
oritiolsm 1s entirely in t-rms of oo lax administration of
Export Gontiols in terms of haﬁihg been too liberal in the
permiss;ble exports,

I think 1t is totally unrealistic, therefore, to talk
in terms of a general license, which means no llcense at all
for fhe_exportafion of petroleum materials., I wmust tell you
frankly, gentlemen, that the posslblillty of continﬁing to ex-
port petroleum materlals 1n the quantities which have been
leaving the country 1n recent months 1s highly unlikely, and
that less fathar than more such exporﬁs ave, I think, more
likely and more probably to Dbe expaoted.

The determination 1s not exelusively in our hands, of
course, A8 a patter of fadt, the office whioh I represent
appears before the'Export Polioy Gnmnlftee in advocacy of
larger quotas ;nd ﬁore 11epral terms for the exportation of
materlials. | |

We come from that part of the Government which has as

— T,

_ Ats primary objleotive the uromotlion of foreign trade,_and we

e T T T e e " rp——E T
el T

-are constantly seeking larger quotas of theaa materiale ror

o i g

T JEVRSEC

i ER

prort.

“_“_Wiﬁevertheleas, the ractnfemalns that the flow of produc;
tion matér;als into export, and the flow specifically of
steel plpe into export, has been so great as tec bring down

upon us some of the severest criticism and some of the clear-
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est mandates from the Congress to cut 1t out, that we have
had in our experience with Export GControl.

I say that very frankly beocause I want you to realize
that the current outlook for action by the Export Policy Com~-
mlittee 18 not 1n favor of a general lloense or even larger
quotas of such materials for export,

The reference in the report to the relliefl gotten last
January whereby nost'matevia;a required by American operators
were placed on an 1na§tive quota basls wgs of short duration;
duri_ng the recent transfor of authority from CPA to OIT, this
arrangement was lost, I shduld like to say that the lose of
.tﬁat arréngement had nothing to do with the tranaref. The
same individuals who were in the Clvillan Productlon Admin-
iytration particlpated 1n the Export Pol;cx Conmittee as
‘mﬁmb rs of the Office of Materlals ﬁlvision.

It was the view of the Export Policy‘committee that the
aluest unrestricted gxporﬁ of sugh materials could not be
cbntinﬁed,_henca the export quota system became impossible
and ﬁhe.autnority to so treat export appliocations of petro#
leun compardes w#s withdrawn from us. We no longer have that
authority, |

| I am conéerned about thé statement in the reporsg thﬁt
apﬁiicationé are apbroved later in the quarter, 'There ﬁaa
been traditlunally in export licensing and probably, unless

a millenius ocours in the menpower avallable to us, will
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continue to be a three wmonths' lﬁg,betweqn the perilod of
licenaing and the period of export. |

In other words, the MO8t we can hope for is to get out
dﬁrlng hugust and Septepber the llcenaes which yoﬁ would ex-
pect to use %o ghip materials abroad in the fourth quarter.
Please do nqt expect licenies now or in Aﬁgust in time to
make third-quarter ghipments. The 11censes 1ssued in May
and June are the llcenses which pust be relied upon for the
bulk of third-quarter shipments. That ls True in most com-
ﬁodltles, not sxclusively in steel or exclusively in petro-
leum materials,

Another reference is to the complaint that items in
easy supply remain on the positlve llst. Now, we have a
‘total of 130 paople engaged in oontrolling about 400 comﬁo-
dities under Export Gontrol, and the paoce is killing. We
would like to wn;p that 118t tohalf 1ts present gize. We -
wotld welcome any evidence that wodd Justify the removal of
a commodlty from confrdl. We can not operate with as pany
jtems sublect to control as we now have wlth the manpower
we have, | ‘

Please, gentlemen, glve‘me'any evldence I can use to
go before the Export Pollcy Comnittea to s&ay, thla ttem 18
in adequate supply, can't we take 1t off coptrol? I would
welcome any such matafl#l,

Do you know of any waj in which we could eatablish
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that a copmodity now under contrql 18 in adequate supply?
Let us know of that, 8o We can Trewove it froo the 1ist of
controlled items, so we can try to persuade the Export
Policy Committee to agree to 1ts femoval. You can perform
s real service 1in helping us to shorten the list. Dut the
statepent that the material is coming oﬁt of our-ears is
not proof to convince the Export'Polloy dommittee. We ﬁoed
reul evidence that the commodity is 1in sdequate supply.

Most times, when we try to run these thinge down, we
canot find then.

There is & reference on page 10 of the Teport to ‘a
‘substantial export of petroleum steel to countries in which
Aperican nationals have little, 1f any, o1l interests."

I do not make the forelgn pollcym;f thls Government
in any way, but I have been told again and again by repre-
sentatives of the State Department that our foreign polloy
does not provide for dlscrim*natlon 1n favor of a forelgn
oil company because it happens to be Amerlcan—owned ag
agalnat enother forelgn 011 company which does not happen
to be American-owned, |

We have not in our 11cens*ng pollcy now, and we have
‘no guldance. frop the State Department to indicate that we
should include in our llcensing pollcy gpaclal dlscrlmina;
tory favoritism to.a foreign o1l company because of fhe |

interest, financlal interest of American nationals.
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It 1s the objective of our licenaing polley %o approve
ahtpménts to those countries in whoee needs the American
people, as & whole, have an interest. So far that 1sthé
only policy g:idance on that line. |
The specific recommendations of the report refer to the
" pevislon of the export regulatlons because 1t says:

spresent controls are primarily for the control of ex-
porters who shilp materlals abroad for re-sale, whereaa the
Amerlcan petroleum operator uges 1t for ﬂmerlcan petroleum
opsrations abroad,"

'Thé controia are primarily to channel the critical
materialsa which'canﬁe spéred to those usges which are most
egsentlal in the interest of the United States and to pro-
tect the essentlal doméstlo supply of thesge patérlals.

our first conslderstlon pust be the.proteéfion of the
domestic requifemant;, the domestic economy within the
Unlted States,

Our second conslderatlon 13 ‘the channellng abroad of
those materials which will make the greatesi contribution
to the interest of this country as & whole,

I pust commant onthe statement that in actual praotioe
preference 1g'glven to theﬁrequlrementa of forelgn govern-
menta, or that prefefentiai haﬁdiing of foreign gdvérnment
requirements i3 given., ' ' ‘ A

Aa a mattar of fact priorities are not given 1n tha
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exportation of patroleum materials, steel plpe, oasing, and

other materials of that kind., They are exported without any
priority action at all. Priorities are given on tin plate
where 1t 18 to be used_food. By the quotae assigned us DY the
Export Policy Committee, we have no suthority to give the
priority for the use of tin plate-fof non-food purposes.

But that again is given not wlth rererenoe to prefer-
enttal handling of forelgn governoent requirements, but ﬁre-
ferential handling of those requiremgnts which are most ur-
‘gent from the point of view of the Unlted Sfatgs. There 18
no inténtion to provide any preferenoce for forelgn require-
menta over domestlo requiremeqts. |

There 18 in the statute which has been on thé books and
the one which the conference committee of the House and Senate
nave reported, a provlélon for assigning pricrities to the
éxportation of material, the exportatlon of which 18 held to
be essentisl, But that would be applied éﬁually and 1t is
our 1ﬁtent that 1t bé applied équally whether the requester
of the priority is a domestic or & forelgn applicant.

I hope that those remarks will be accepted in the spirit
in wnich tney are intended, as a sincere effort to clarify
sonie of the questions of the adnlnistrdtlon of Export Gontrol
' I; 18 an extremely difficult tesk. We make no pretense %0
infallibility, but to the best of our ability we seek to

aéé:gﬂ matériﬁls, assign-tné'authorizationto export mateflale,
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.in terms of, first, the protection of the dome-tic Boonomy;_
and, second, the fulfillment of tne'moat essential export
\requiremnenta.

Thank you very much;

p Mr. Hallanan: LMr._McIntﬂ?e, will you see LT there are
any questions? Are there any ﬁuestions_any pember would like
to propound to Mr, MoIntyre inthis matter?

¥r, Russell Brown: I jﬁgt,wondered if you would mind
telling us how you would detérmine whether the approval of
an export shipment should be made? .Do you have any formula
on that, or how do you determine that when an applicatlion

for & shipment of steel, or oll-field paterlal 1g made to .
you? Do you have any bagiqffor determining whether that
should or should not be madé§

Mr. MeIhtﬁre: In the case of betroleum materlal, most
of the exportaﬁions are made on & proJect basls, There has

AIréady been in most instances &n analysis of the whole prd-

‘opap of which this export 18 a part, an integral part, and
the determinatlon has been made after discussion with the
sponéor 1n this country and with our State Departiment, othgr
a;'encles of the Government, fregr:ently the Sarvicesg as to
the strategic 1mportahce, the over-all lmportance bﬁ the bro;
jeot. R ‘ | f p
o As & matter of fdct, to take casing andlline pipe as an

exaﬁple, we have a nil guota except for petroleﬁm projects
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and that kind of export. We have no general quota at all,
We have no export for commerclal re—sale purposes of any of
that material,

Mpr. Russell Brown: Do you in that take into .consldera-
tion the domestlo requifaments‘on thai paterial, or is that
lald aslde, |

4r. MoIntyre: To the beat of our abillity, that 1s the
Export Pollicy Gommittee weighs the need for these petroleun
méterials at home against the contribution which they can
make to thile d;untry's broad interests by treir exportatlon.

ir. Russell Brown: The reason I asked that question,

I eaw & statement, I think it was Mr, Foster, in which he

‘said your Department had come %o the concluslion that the

domestic industry was not in need of steel before you en-
couraged the exp?rt. I know the export of oll-field mateflgla_
have gone up very greatly 1in the past few years, can you
account for that? |

Mp. MeIntyre: 1 don't recall the statement of Mr,
Foster to whnich you refer. But it 1s true that in the fall
of 1946, 1t was felt that this mterlal,‘flrst, no controle
nad applied until the late fall of 1946 on this type of ma-
terial, 1t having been felt the domestic supply was adequate.

ir, Russell :rown!: That is what I was spezking abqut,

- Yr, MeIntyre: The confrols were imposed in November,

I belleve 1t was, on pipe, casing, and sipllar materials;
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Those.coﬂtrols rarained in effect until middle March, at
§n1dn time the welded plpe was kept under control but the
seamieas pipe was removed, on advice from the ten operating
Civilian Produotion.Administfation technical staff that the
demand seemed to be in balance. That would seem to be in

_ line with our efforts to eliminate as many restrictions és
possible, On the exbort of seemless the evidence of the next
two and a half months convinced ua thefdémandwas 80 great
for both types of pipe that the seamless has just recently
been added to the conﬁrols.

ir. Russell Brown: Are you consclous, i, McIntyre,
that undér your program you sre exporting far more than his-
torically we have exvorted of this type of steel?

Mr; MoIntyre: That is correct, What I should prefer
to say, though, 1s that exports bullt up in lar-e part during
the period when controls were not operative have made the
total exports statistically show a much higher shipplng rate
than 18 now being provlided for under llcensing,

Mr, Russell Broﬁn: The maln thing I whntad you to get
tne'lmpfesalbn that all of the industry was not encouraglng
exports of steel., I hopé you don't have that feeling that
we don't Want‘it to go out. .

Mr. MeIni¥re: I have the feeling from the report that
the industry wante unlimited exports of petroieum_producte,

subjJect to the procurement by American oll interests for use
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abroad,

‘Mr, Russell Brown: S5teel products?

Mr. Mthtire; That is the language of the réport. The
language i3 somewhat subtle, I grant but the pnrase Bays:
“The petroleun industry ghould be permitted to use the general
export license proceduré“--tnat ie technical langﬁage-ror no.
‘export license at all, The general export license prooceqdure
1s a plece of Government jargon, Bureaucratese, Af you will,
_ for give me, 1% means no license at_alllis required.

30 that language says the Amerlcan 1ndustry should be
permitted to export all the petroleum ‘steel 1t wants in un-
rostricted amounts. If you will allow me %o say, that is
unrealistic at the present moment.

Mr. Russell Brown: That, Mr. Chalrpan, is what I was
getting to. I feared you might interpret, ﬂ*ght mislnterpret
what I had.to say. 1 appeared before the Commitiees recom-
mending no export controls be invoked, for the opposlte.rea-
son, not-hecause I wanted exports of steel, but because his-
torlcally we exported more stesl under your control program
than without i1t. We felt that you werse encouraging exports
rather than discouraging them, We think the history shows
that is your case., I d1dn't want you to leave here with the
1upresalon that'tnlé industry wanted to encourage the export
of steel, I don't bellieve that is the casze.’

e, Wilgon: Tne-systeﬁ of Export Gontralé 1s simply to
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grant permits, It 1s simply a matter if you remove controls
that there won't be more controls.

Mr. Russell Brown: That bas been the directlon.

Mr, Wilson: That 1s tﬁe priority system.

¥p., McIntyre: I think 1t ia colnoldental that the per-
mits have been rather 11befally granted, there 1s.a substan-

tial perlod here when some or many of the materials were not

‘gubject to conirol, although otherw were,

S0 it 18 necessary almost to time the exﬁort_atatiatioa
with th§ period of control, But the authorization to export
steel for petroleuﬁ purvoses has ndt been accompanied by pril-
orities at any time, So the Government has not urged or en-
couraged or enforced the export of thile material, even at any
time during the operatlon of the control system since the war.

Mr, Bléusteiﬁ: I think what thby want to know 1a, how
can the amount, of‘ﬁaterlal, of petroleun paterial be curtailed

in export wmovement and yet maintaln this ocountry's interest

in the forelgn governments to the extent that it has %o do

thin-s for foreign lands,

‘I think that 18 the purpose, the purpose is to cut down
onthe.exporf of.these petroleum ﬁaterlals. ‘But, of course, |
théfe may be thls other question of the country's interests,
interest of'ﬁhe United States with respect to the forelgn
slituatlons.

M. Mdlntyre: Exactly. 1 hope to answer that questioh
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by my remark, for purposes of other than these important
petroleun exports, none of this material willl be exportédﬁin
the coming guarter., We havela nil quota for the first time,
In other worda, we have and will approve no commerclal ax-
ports in the tnird quarter in thls per‘od for re-sale pur-
poses, but only for urgent petroleum uses, Those ppogransg
will be approved to the extent the§ can be examiﬁed and found
worthy.

But 1t will result in a very subatantial reduction in
the total tonnage leaving the country, I can assure you.

Mr. Blaustein: In your opinion, and the oplinion of the
country, that fna national intereat in the broad sense re-
qulires 1t? |

‘Mr. MoIntyre: Exactly.

wr. Ruseell Brown: That 1s all I have,

Mr, Hallanan: Any other gquesticns, gentlemen?

Mr, ﬁolntyre: ‘I think from the gentinent expressed hefe
we are véry pych closer together fnaﬁ I had beén efrald was
the caase before we opened thils discusslon, For that reason,
I fhlnk the questions and remarke have been most helpful,

Mr, Ruaséll Brown: Thet is what I wanted to claar up,

-tMr.-Hallanaﬁ{ ¥r. Raynor, representative of the State
Depértmeht, would you like to copment onthils?
ir. Raynor: No, I think Mr, McIntyre has covered tﬁe

point thorougnly. What he hae had to say about the sacoﬁdar#
support of Export control for forveign matters, I think, is
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in 1ine with what the State Department feels. I have nothing

further to add.

Mr, Hallanan: The quéstion then revefﬁs to the mattér
of the adoption of the report,

Mr, Majewski: I would like to say in view of what Mr,
McIntyfe and ¥r. Raynor hgve sald it appears to me this re-
poft oﬁgnt to be re-edited in those phases that have heen
éxplalned.

T also think that we ought to delete from this report,
since the Hartley-Taft lezlslation has been passed, any re-
fefence to providing effective leglslation, etoetefa, involv-
ing lsbor. I think it 1s waving & flag, a red one, unneces-.
~ sarily, and any reference to 1t should be deleted, 1nasmuch
as'we already have the leglslation.

Mr.-Hallanan: Would you permit & suggestion?

Mr. Mal)ewskl: Ies.- |

ip. Hallanen: That consideeation of this report be
poatpdned until tha'ne#t meeting of the Council.

v, Majewski: I would llke to mo further than that,
that you, \n conjunctlon with Mr, Parsons and his Oommlttee.
in the light of wnat has been satd today, «nd the legislation
which has been passed affecting 1abor. re-edilt this and re-
lease tnie report, and we glve you that pow~r, 1 thought
pbay e we could do it that'way. |

yr. Hallanan: I would not consider that would be courteous
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to Mr, Parsons to do that without his be;ﬁg here,

Mr. Majewski: You work with his Committes.

Mr, Hallanan: For that reason, 1 would like to have
the matter of the adoptlon of the report’be deferred to
the next meeting of the Council.

i, MaJewéki: I withdraw oy motlon so that there will
be nomecessily of taking action at this time.

Mf;”Jaeobsen:_‘I move that conslderatlionof this report
be defeorred until the next meeting, 1n accordance with the
Chairman's suggestion,

(The motion was seoonded and_tnanimously carried.}

Mr, Hallanan: 1t 1s so ordered.

Gentlemén of tnercouncil, I know I express the great
faeling of pleasure that we all share in having with us at .’
thlis time Mr. Ralph K. Davleg,who was the Deputy Adminlatratof
for ﬁai-, and the first Direotor of the O1l and Gas Division,

Mr. Davles you have beeh here enough with us this after-
~noon to reéognize that at least this Natlongl Pefroleum Coun-
cii has not run out of things to talk about. The members of
this Gouncll, a great many of whom served very closely_ﬁith‘
iou dﬁring your administration as Deputy Petroleum Admini-
strator for War, are happy to have the opportunity to express
the great reépect and admiration and esteenm which they feel
for you and your publlc record,

We have been very closely associated with you, and we
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recognize that 1t wus only through your vislon of the things

that were to come, that this Council is in existence. We
100k to you as the father of this Council.

Lagt Jenuary we attempted to express in worda that
gfatitudé and that appreclation and that sense of obliga-
tion to you 1n a resolutionlwnicn was unanipously gdopted
by the Councll. I am very happy that you are here today
that we may rake formal presentation of this expression to
you, And may I resd to you what the Council has by 1its
unanimous vote eald:

Mo 001 o~

(The pesolution Was read by the Seoretary.)

Mr. Hallanan: We have been in exigtence for more than
s year. We have tr;ed to fulfill the expectatlohs that you
had when you saw the necessity_of this Industry-Government
cooperative group. |
o I know thet I am not saylng anytntng that surprises Yyou,
l{r:DaYi&&.wnan I tell you that there were many in the 1in-

dustry who 1ooked upon thla experiment with misgiving, who.

were apprehenslve as to the objectlves tnatnignt be sought.

But I think I can say today to you, in complete confidence,

that there is & peneral acoeptance by the petroleun industry
today of the National Petroleum Council as a wortn-while
organization seeking to render a service worthy of the in-
dustry and a service of wnlch our Government may be proud

You are the man who ig entitled to the full measure of
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predit fbrfﬁﬁ&t&vebrWé‘méthaVeﬁaan{evédﬁ11-

- Ioa?'aucceéémr,-ﬁ Ma? Uall bsa g*ven The seos S
npa &t nn- thah you- Q(Tﬂ R Hﬂ has been alwsaﬂ Betpful o
ﬂhprtinp a q&*e and sonnd and resunpabie couvsa of asvion
and policya

“Upon bghaif ﬁf the members nf the Natlongl Petrolsus
Couneil, I deaslve 1o prasent‘thia resnlutlon, wihisn has Deen

anrolled upon & plague, bo you, Mr, Lavies.

it I TR

"] Daviesi ‘Then¥ you.
A Volce: " Let's Bee 1%,
;(ﬁpplause.)

(The énairman holde the resolution up for {nspeation,)

Mr., Dav;ea; Mr, Chalrman, geﬁtlemeﬁ, if I respond inad-
equately to the great honor you do me tnis afternoon, and %o
the over-generous words of your Chairman, I Xnow you will
understand., It 1s always hard t§ put it perazconally 1into
 words, and especially for me;

I do deeply appreclate ﬁhat you are doing. The sentl-
ment is very kipd, It 1s, as I say, over-generous, Gertealinly
1t 18 very handsomely expressed, 1 only wish 1 could acknow-
ledge it with bacoming grace.

In this testimonial of good will and confidence, you glve
me something'that is priceless, something that I will prize
and cherish as long as I live,

Beyond the personal, thers 13 tGhe further gatlefactlon
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to me in the aense th: t your sction demonstrates that af idea
is maklng’progroaa. an idea that I was most anxious to see
aucoceed, the ldea of government—induatry team-work.

The War piaoed me 1in a rather unilgue position here for
geveral years, Every day for that period I saw dbmonstrated
the soundness of the oncept of governwent-indusiry ooopératlon.
I saw the great thinga accopplished by that meaﬁa. You know
what was accomplished, and you know, as I do, that 1% gouldn't
have been accompllshed in any other spirit, 1in any other way.

With the end of the War, 1t seemed that we should do all
that we could to perpetuate gsome part of the galn, that we
should not gimply forgetd the peinful 1eseons that e learned
durlng'the war period and Just write off ae & loss a‘lof of
the efforl. |

I daid remain on %o that purpose, ﬁut I was not by any
means the only one who devoted effort to that end, And today
1 am the more odnvlnced that the time that was put in in that
directlon was time very well spent, because I see the Counocil
functioning and accomplishing the things that we had hoped for.

The earnest particlpation of the members, their frankness
" here &s they talk about tnelr problems, the obvious sincerlty
of your Ghairman, the 1ntalligent attitude that you are adOpt-
ing in the matter of relationehips with the Federal Government,
thoée things are all very convineling. They demonatrate that

we are making progresa;'peaﬁe;tlme progress.
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\ Inoldentally, I think perhaps thils industry is alpmost
alone in having developed something to camy on in times of

 peace better than we knew before.

o

Isam particularly happy in notlng that those who were
lukewarm® toward this peace-time arrangement and those who
were outright skeptlcs have apparently been won over o the
idea, and accept 1%,

1 ap glad that they have found that those who sponsored,
the movement initlally had no ulterior motiﬁe. were slmﬁly
meking an earneat'efforf to do something that was in the in-
terest of the industry, was 1n the interest of the Government, |
above all was in the interest of the country. ' ,ﬂﬁﬁf(i

Now, that they are converted, now that we all belleve
that this is the way to go.at our peqpeftime proﬁlems, that
we accept this pachinery, I hope that we will make the fullest
use of 1t, and I see you are making very good use 6f 1%, not
the maximum use of it. That couldn't be expected so 800N, but
qgood ﬁse. |

Certalnly, we need at least this as & unifying arrarige-
ment in respect of the oll industry, with so many hlehly
coppetitive individual units. |

I have been doing a good deal of travellng over thg
country in the 1lusB%t sixty days., 1 have taliced Tto a great
many people 1n the industry and out of the 1ndustry, and I

hava asked & nupker of questiens as to what thelr views are,




particularly 1n relation to this much talked of ail éhﬁrtaée.
ﬂhat 1s the publlc 1mpression? "I hevé also spent some time |
on the Hill hera 1n connection with thls apprapriat*on fcr
tne 01;'and Gas Division, I have talked Bo hany members of
Gﬁnéress' And I have h ard some 1nteresting things from themn
aa to what their 1mpression 15, and gentlanen, 1t 18 terribly

confused T

' I would hope thut out of this unifylng arranpenent we

Eave“éome%ﬁing ev better thaﬂihaﬂ been aone"ﬁ*ght % don%,

)

b

in terns,of getti m;h ;SS tc the pubilc aﬁd the coné§ess
the actual physlcal facte of the oll aase.

I have read in the papers on one d&y that the military
séy there is a distressing shortage of products, that thelr
orders can't b2 rilled, They are alarmed, Tﬁe next day 1
road a statement by the head of an oil company that there
ie no such thing as a shortage, all 1s well, nothing for
anybody to worry about,

A few days later I regd that other companies huave found
1t necessary to curtall thelr deliveries of oil %o dealers
or to consumers. Iou have contradlction upon contradletion
onthe score of this oil stock‘position.

1 am not suggesting any blame rests in any.partlcular
quarter, But I am saying that that situation further im-
pressed me as needlng some unified treatment, It would be

good 1f theve could be issued, 1t seems to me, sone thoroughly
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authoritatlive statement on the subject, What better place
from'whlch to issue that than the Council here.

-~ Perhepi the Chalrmpan of your Councill can issue & state-
ment that everybody will get behind, recognizing that 1t 18
authorltativa, that 1t does tell the truth,-not'jﬁﬁf a part
of the truth, but the whole truth in plain, honest language.

S0 long &e You can't buy all you want, so long &as you
can't buy an unllﬁited amount of heating oil, or if jou are
a dealer you can't buy an unlimited apount of gasollne, or
go long as the mllitary can't get what they need, and par-
ticularly so long as that'lé go, I don't belleve that you
stand a chance of convincing the public that there tsn't in
faot an oil shortage., I don't think you get your étory ovef
by saying that there isn't a shdrtage, 1t 1s just a tightness
of stocks, Just playing with words.

5o I would like %o urge, in speaking of maximum use of
thls machinery, that 1t De emﬁlojed in weys that it has not
yet been employed in that direction, 8o that the facts, the
agtual feacts, cleafly expressed, comé froﬁ at least oné
source, with ﬁhe hope that the 1lndividual units over the
country, so far as that may.be, will get behind thaf gtate-
ment, relterate it, and not gontrzdict 1.

‘Bqt I will éay you certalnly aee méklng progress, It
delights.me, as I sit here, to hear Jarney Ma jewskl again,

to hear the military speak out and tell you exactly what
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their situation is and demand.that aomething be done about it,
and to see that you respond to that and intend to do something
about 11T,

CQrtainly, the problems of oll didn't end with the end
of the War, It strikes me that they perhaps are going to be
as knotty and maybe even moré knotty than those that we had
to deal with duriﬁg the War. It 1s &t least oheerihg that
you are orgénized in this way td deal with them,

I fully reclprocate the expresslon of good will and the
canfidence you have so kindly exprgssed to me. I feel pfe—
cigely that way toward the‘Counoil; |

what I have witnessed here today, and pérticularly the
sentiment that you express %o me, glves me renewed falth,
and makes me vefy happy. I am deeply grateful to every one
- of you.

(Applﬁusq and a rising vote of confidence,)

Mr, Hallanan: Mr. Jenninge, do you have a‘report of
your Conmilttee?

" yp. Jennings: I submit this resolutlon 1n connectlon
with the resipgnatlon of Mr, R. G. A, van der Woude from the
Councill:

"Whereas, R. G, A, van der Woude has announced his re-
tifement from active participationlln the o1l industry and
has therefore tendered his resignatlon as a memﬁer of the

National Petroleum Council, and




33 |

188
‘“Whereas, R, G. A. van der Woude hps been a member of

both the Petroleum Industry War Council and of the National
Petroleﬁﬁ Gouncll since their inception,

*Now, Therefore, Be it Resolved by the National Petro-
leum Council meeting 1n Washington this tenth day of July
1947 that the Councll express 1lts véry deep appreciation of
his many years of devoted service not only to tnis Council
but also the Petroleum Industry War Council, His construo-
tive advice‘aﬁd Wide knowledge of the petroleﬁm industry was
often sought by his aséociates on the Councll and his constant
assistance and cooperation in all matters of publlc concern
hate contrltuted greatly to the solutlon of the grave problems
which have confronted the petroleum industry and the Natlon
in war and 1in peace,"

Mr, Hallanan: You have heard the resolution. Mr,
Jennings moves the adoption of the resolutlon, Is there a
second? |

(The motlon was seconded and unanimously carried.)

Mr., Hallanen: It 1é 36 ordered.

Gentlemen, on Saturday, Junélzg, as I recall, June 28,

I feceivad a telegram frpm the'cnairman of the House Interstate
and Foreign‘Gommercelbommlttee asking me to appear &s & wlthess

~on the followihg Tuegday bé:ore that Committee to dlscuss the

ao-called oil shortage. Unfortunately I was not able %o agcept '
because Bgrney Majewskl hadggotten me to go out to his megtlng

.\
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in Minneapolis, the parketing diilaion of the API, where 1
was on the program, W with Mr. Holman, for the following Tues-
day. The Committee, however, was anxious to proceed with
the hezrings, and I wan® to let the Councll know heve that
in the absence of aﬁy other industry wltness that Mr, Ball,
Director of the Oil and Ges Division, responded and gave the
Committee a most gatisfactory and thoroughly comprahanslve
statement of the problems that face us. '

I Know that he gave full oradit to the oil 1lndustry for
what 1t was doing to meet these acute problems, Thoaerwho
were fortunate enough to be present to hear his testinony-
before the Committee were proud of 1t, the fact that we had
a Director of fne 011 and Gas Divieion who was not reluctant
and md no epbarrasspent about speaking out 1in definlte and
positive tefms about what the indus try was dolng.

I went to méke a public expresslon ot our gratitude %o
hiw for the way he went to the bal on that occasion, Yes-
terday when I had an opportunity to appear before the Com-
.mittee I was greatly pleased to feal 1% very cdr&ial,and
friendly attitude, The Chalrman of the Committee, Mr. Wol-
verton, was exceedlngly interested in the Gouncli, how it
proceeded. By the wey, 1 1nvited him to alt in on our ses-
sions here today, but on account of other hearings he was
unable'to do 80,

This House Interstate and Forelgn Commerce Commlilos
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1s made ﬁp of men who are not strange to the oll industry.
They have been through many 1nvestigatlons in which we were
involved., It is made up of men who have the fine background

' of intelligent understanding of petroleum problems, and 1 féel
tnat in this partioular sltuation, 1t 1s a happy circumstance,
go far as the House of Representatlves is concerned, that the
investigatlon of the petroleum aotivities i1s 1n the hands of
tnis very competent commlttee.

I rise at this time to express ny gratitude to Mrl Ball
for ig very great and very valuable service to us last week
before thils Committee of Congress. |

(Applause.)

ur, Ball: I appreclate tnaf tribute very much, gentle-~
men. As it happens that 1s an easy Commlttee To appear be-
fore, hecause they do have an oil background and they are
geeking facta‘and not head lines, Therefore, a man is pér-
pitted to go before them and tell his story, and if his story
- involves saylng that the oii industry has done marvellously
well under the cirocumstances, there is no back kick on him
for saying 1t. In fact, he finds a receptive Commlttee to
that sort of statement.

I have two or three thlﬁgs that I want to Jjust wentlon
to you, and I will be as brlef as I can, considering the hour.
Speakling about Congressional 1nvest1gations, I have this let-

ter from benator O'Mahoney: L
(fhe lethar refarred to woo rond by My, Ball.)
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Wr, Jacobseﬁ: He doesn't want puch, does he?

ir, Ball: Oh, no, very gimple, the date of the letter
18 July 7, we have from July 7 to 14 to do that. I may say
I had had an earlier call frop one of the Clerks of the Com-
mittee which hadn't indicated anything like that sort of
soope, He gald they would like the same gsort of atatenent
coverlng the same general ground that I covered before the
Wolverton Committee, on which I hed leéa than 24 hours' no-

tice but which was somewhat within ry sphere of being,
| what are we going to do about thls cost of production

in tﬂls country and the forelgn cost of production? I don't
know what the cost of production ie in the United States,

Mpr, Wilson: There 1s no suoh thlng, every well 1is dlrf
ferent, every fleld 1is different. I think the answer to that
1s it has nothing to do W1tk the present problem whalever, Wwe
ought to convince them of that fact.

r. Ball: Tnla.present problem 1sn't a price pfoblem
at all.._It 1s a problem, as I sald before the Wolverton
Gohﬁlttee, a barrel of oll anywheré being Toughly equivalent
to = barrel of oil aﬁywhere else,

‘Mr. wilson: It seems to me that was wrltten by some-
body, just & clerk, who doean't know what the shooting 1s
about,

+p, Hallanan: We might refer 1t to the industry ad-

visory group which made the investigation bafora on OPA,
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Wp, Ball: That was for the cost of produocing oil 1n the

United States.

Mr. Jacobsen: That wﬁs for the cost of replacing oil
pore than anything else.

lir, Hapon: I want to correct the impresslon, you don't
give the Committee the impression the cos% of o1l doesn't
mean anything. |

yp, Wilson: The cost of production doesn't have any-
thing to do with the price of oll.

ur. Hamon: That is what I wanted to get stralght.

My, Ball: I didn't mean %o gsay the price of oll was
uniﬁporfant at all,

Lir, Mattel: Maybe I can clear up 8owe of these prob-
lems, I went down and spent two hours with then.

wp, Hallanan: AlLl fight.

Mr, Mattel: Artef seelng this letter, I went down and
ned iunch with Senator O'Mahoney.

Mr. Jacobsen: Did he have lunch with you?

“r, Mattei: No, he bo:ght the lunch, I have known him
for some time, His intentlons 1n this matter are not as
broad s expressed 1in thls-lettér. ﬁe_ls aft r two things:

- In the first plaée. there are pending resolutions before the
Senate for an 1nv¢st1gapioh of the oil industry, that nobody
knew where they were goihg; 56 some -Senators thought rather

than have & new Commlttee set up %o investigate the industry,
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the best thing to do would be to take a Committee that was
then constituted and not set up any speclal Commltte§.

As Mr. Daviaes 3&ys, thére 18 a great deal of confuslon
down n the Hil; a8 %o what this 18 all about, espeolally
this oil shortage. inasmucn as this Committee 1s already
set up and functioning there with an experienced staff gnd
. with Senator O'iahoney as Chairman of the Commltiee, 1 am
sure we are golng to get a very good hearing out of 1%, not.
lengthy, probably not over twe days.

I found on Roing down that his staff got a whole llst of
names from people in the industry, had sent out quite a few
1nqﬁ1riea,‘some of them havw responded, some have not, In
go'ng over the 1iist, he asked me 1o sugres?t ;hose that I
thought would gladly appear and ﬁould glve the best 1nfprma—.
" $1on, and I dldn't have time to consult with any of thérmgn
'pregent at thls meeting.

So I gave him a List,I thought he ought to ocut his 1list
down and not 6ommunicate with anybody other than a féw of
those I recompended. I thought that from the industry the
indapendeht pétroleum assoclation ;ertainly should appear, and
srewster Jennlngs had slready agreed to appear, Walter Halla-
nan could apuear and would make an exdellent witness, Barney
Mz jewskl could talk about the marketing problems. Fayette
Dow could cover his side of the problem. Bob Wilson hzd been

asked to appear, and had written & letter Baving that John
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Boatwright would be there. So I think that probably you will
near from the Senator, if you haven't already, asking you to
appesr down there, the men whose names I have reéd off, to
glve about the same sort of a story that was given to the
Wolverton Committee.

In acdition to that, the Senator is very much interested
1n the question of reclprocal trade agreemehts and their effeot
on the oll industry, That 18 the reason for the cost factors
being in 1t, 1 tnihk, as I told him today, that there would
have to be considerably more work done 1n ofder to answer the
questions I woﬁld 1ike to have answered, I told him that I
thought his hearing was called a 11ttle too quiockly to glve
some of the wen an opportunity to think through and get the
facts on the questlons he wanted %o ask with respect to that,

So I think he has arranged or 1s arranging for Govarnmeﬁt
witnesses other than you, Max, and probably will hear from
Colonel Thompson and Jastér of Texas, That, I think, would
be the extent of the hearing.

Mr, Jacobsen: I+ couldn'* be referred to the O'Mahoney

Commit tee?
Mr. Matteli: You have hezrd here the problem Raiph was
talking about, of the milltary not getting their supply of
rationing going ona. You have got to put that stuff in the
record down there some place, or you will have investigations

’ breaklhg out all over the plaoe.
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Mr. Hellanan: Mr. Mattei, I would 1like to suggest, I
would hope you would add to your list oflvitﬁessea Hr. Eﬁgane
Holman. B

Mr. Mattei: Mr. Eugene Holman 1s on the 1list. It 1s in
small type down here. Ho 1is golng to filé.a peper. Mr. 'Hol-
man wes down there yesterday, and the Senator thought he agreed
to appear.

Mr. Hellapen: I see.

Mr.IHolman: 1 have appeared enough.

Mr' Mattel: You will get a very friendly hearing. Any—
body who appears before that Committee wilJ get 8 very friendly
hearing from somebody who doesntt know anything about the 011
business. He admits 1t. .

| Mr., Ball: it 1sn't enough to cover the House side. The
Senate side has to be covered, as ﬁell, even 1f'1t means dupli—
cation. ~ :

There are & couple of things we haven*t brought up here
that we may bring before you at the next ﬁeeting. I thought
I might mention them to you. Those 6f yoﬁ ﬁho sweated blood
through this tanker situation Just before the end of Juﬁe,
when ve dldn't know, as I said thls morning, wvhether a million
barrels & day of tanker trensportation were golng ta go out
of operation on the first df July or ﬁoﬁ, know what & period

of stress and strain that was, how catastrophic 1t would

have been if the authority to continue the operation of those
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tankers by the Meritime Commission hed not been continued.

It is continued to the 31st of next March} pr just among.
yurselves, be thinking over whethbr 1t would be possible or
vise for this Council at the next meetihg--ve will be exploring
the gituation. If it does seem worthwhile bringing 1t before
you, there seems to be & possibility of doing anything, ve will
bring 1t before you formelly. Whether & Committeé of this
Council should study that tanker situation, 80 vhen we comse
to the end of March we von't go t. ~ough with another pericd
such &s the one we went tﬁrough 1st before the end of June,
but can get some concrete ipdustry thinkiné and advise before
the Gommittees of Gongres; in time for them to consider it and
reach a decision so the tankers &are not tied up for the end
' .of that period walting for a new Act.

Hr. Wilson: Didn't the Committee indicate pretty def1-
nitely they would hot extend 1t, this was the last extension?

Mr. Ball: The report doesn't read guite that badly, Bob.
It is bad enough. Not quite that bad. Of course, all of us
look forvgrd to the timé the Govornment will be out of the
tanker-business; as in e#ery other busliness. I don't Know
whether that can be accomplished before the 3lst of March.
There 1s & question wheﬁhér'that can be brought about, whether
it can be expedited or whether 8 long range policy can be

adopted. As I say, I don't know whether that can be brought

before you ¥ithoutgetting into antitrust trouble.
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We will give that some thought. You will know bsfora the
next meeting wvhether 1t can be brought up or not., I may want
to bring befqre you this. I have not had a chance o dlacuss
with the Secretary--ve may vant to bring before you a question
of & long-range policy with respect to submerged lands which
Burt Mattel has mentioned~hefe. The matter of the lands which
are already undevelopﬁsnt, of course, are not 301ng to walt
until the next meeting. That is under consideration todey,
it was yosterday, and will be tomorrow, right along. But the
Government, 1f its decision-is-not_superseded by & new Act of
Congress, 1s in permenent possession nov of & very large orea
of promising lands. Whaf is goihg to become the long-range
policy with respect to them? 'Mhat, agéin; 18 & thing we want
to lay before the Council at . e next meeting, to see 1if wve
can get some industry advice oﬁ.

This is something that I mentloned with a good deal of
hesitatlon. It isn't anything that the Council can act on. It
isn't anything the industry as & unit or en Ilndustry cén aet,
on. But it is something that individually X think perhaps you
can do something about.

A man called me up the other day from out west of the
Miasissippl River. The fhing that makes him distinctive is that
he cﬁllgd mé up 1nétead of wiring his Congressman or the Small
Business Committee of thé House or Senate, an independent

jobher, who handled ahout five thousand tank cars of materlal
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last year, a man with a big business, & man vho supplies in
whole &r in part a hundred and fifty dealers. And he 1s out

of suppiy. He is not a man who has been dependent for hils
supﬁly on buying in the spot market. He 1s & man who had
sources of supply that he considered secuﬁe. Indepenhent re-
finers here and there down through the southwest. Those sources
of supply have dried ﬁp on him. One of the sources of supply
has been bought by one of the major companles. A couple of
other sources of guppiy, refineries themselves, have not

been bought, but the supply has been bought by companies
represented on this Council. So theré is a men who does &

very large businesé, whohés served, as I say, in vhole or in
part, 150 deelers, tho 1s out of supplies, and vhen he talked

to me, he was out. “hat 18 not something, as I say, the Council
can do anything sbout It is not something the indusiry cen

do anything about but it 13 a type of situation AP vo-"
peated widely, .f is going to create a lot of trouble

Mr;'Majewski: May 1 ask & question, 1is thls fellow from

Towa that you are talking about? If so, there are two sides

to that question. T mean, I don't like to just leave it that
vay. Thera are two sides to that.

A lot or us are out of material in the middle west,
gtendard of Indiena, Deep Rock--if the fellow 1s in Iowa,
don't shed too meny tears. I suspec£ that is him.

Mr. Bell: I dldn't want to leave the impressilon that I was
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criticizing enybody, either, Barney.

Mr. Majewskli: If that is the guy, we have gone too far
for him, becauss ve are all in the same boat, that he is. ALl
of us.

M. Ball: I don't know that Standard of Indiana--you
mentioned Standerd of Indiana. | -

Mr. Majewskl: They are in & hell of & fix, and I knov 1t.

Nr. Bail: Mey I say that independents, at worse, they
are short twenty per cent of what they voﬁld'like to have.
This ﬁan is shortla hundred per cent. I don't know‘whether
anything can be done about him or peoplellike_him, by any-
body. I do think, though, it is worth mentioning tha_.t‘ the
individﬁal members of the 1ndustry might again keep in mind
the public relations and Congressional connotations of letting
independent, too many independent dealers go broke. I haven't
the least bit of eriticism of what I have said of anybody _I
don't think anybody in the business has done anything that
any of the rest of us wouldn“t do, but 1t is just an unfortu~
.nate situation, and 1t is one where public relations and
Congressional reasons, we all might watch.

ﬁr.-Majewski: I mighf add that 200,6b0'barrels of 611
a day on the Mississippi River would cure 1t all, take care
of Hand, Stendard, me, all of us would %e happy. Where do
we get the 200,000 barrels of crude oll? o

Mr. Bz1l: 7You are asking me?
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Mr. .Majewski: That is the answer, 1t 1s that simple.

Mr. Ball: It is that tough.

Mr. Majewski: I think if & guy is out of stuff, and
starts belly—acheing of erying vhen he goes 1nto a business,
" ynows he has no backlog, he ‘is teking a business risk that
he shouldn’t be hollering in Washington about.

Mr. Ball: This is & man vho thought he had a backiog.
However, I will say this for this particular man, he ca}led
me just because he wanted,td talk hils troubles over with some-
"body, not because he vanted to stgrt soﬁe Government actién.

Mr. Majeyski: Some-of ué have helped that fellow. .I
want to tell you that, reluctantly.

Mr.lJacobsen: He is not quite as anonymous as Max thinks

Mr. Majewski: This man can cry louder than me. That 1s
why. ' !

" Mp. Ball: T took him as a symptom of a condition, that

Mr. Majevski: That is him on the phone now.

(Laughter as Mr. Majevski leaves the room.)

Mr. Hardey: You were talking about'the Government being
in possession of a lot of 6ff-shore‘t1dewater lands. You
don't think they own them down in Louisiana and Texas, do
you? -

Mr. Bull: I don't know.
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Mr. Hardey: We are going to try to lease some of them;
on the 22nd of July, ve are getting out some injunctlons in
Federal Court. | |

M. Bell: That is one way to find out. I would like to add
one word. I would like to add my personalword; the word of
the Council, to Ralph K. Davies. I told you when I stepped in
here I was steppinglintb & big pair of shoes,rand as this
year has gone on, I have realized 1t more and more the part
'Ralph Davies had in creating the Oil and Gas Division, and
creating the Petroleum Council. I still think, as when he
came 1n, in the days of the PAW, I think of him instinctively
as the chief. I feel whatever I do, this job 1is jusﬁ a poor
proaection of his wigdom, his persohality and his grasp and
his vision (applause) |

Mr. Hullsnan: Gentlemen, that concludes our order of
business. Is there any new busineas?

If not, a motlion to ad journ 1s in order.

ﬁr. Hemon: 1 mbve that we adjéurn.

(The motion was duly seconded and upon being put to vote,
the motion carrled.

(Whereupon the meeting ad journed at 5:20 p.m.)






